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This is an appendix to our earlier report entitled The Budget Deficit: 
Outlook, Implications, and Choices (GM-, September 12,1999). 
Thatreport,issuedinrespolnse to your joint request, provided our views 
on the dimensions of the budget problem facing the nation, the implica- 
tions of the deficit for the U.S. economy, and some of the choices that 
must be made to attack the defidt problem This companion volume, 
containing five appendixes, elaborates on selected information in that 
report. 

Appendix I discwpes the results of our simulations using 
macroeconomic forecast@ techniques. These support our conclusion 
that an aggmssive attack on the defldt 

l wiII not seriously imperil continued economic growth in the short-term, 
although a temporary increase in unempkbyment might occur; 

l wiU yield lower interest rates, Wengthened investment, and higher 
exports;=ld 

l will generate a significantly higher rate of long-term economic growth 
bytheturnofthecentury. 

These results were conditioned on a fiscal policy shift occurring over 
several years, a credible defidt reduction plan backed by strong political 
consensus, and Federal Beserve Board action to facilitate lower interest 
rates. 

Appendix II describes our methodology for developing the notional unit 
costsusedinchapter6oftherepolt.These esfbabs of the 1997 cost of 

p-1 oAo/ocGaMATbsWdptDe~t 



Department of Defense components such as Army divisions, Navy car- 
rier battle groups, or Air Force tactical wings were the basis for the pro- 
jected savings resulting from three illustrative levels of force reduction. 

Appendix III provides further details for two strategies for reducing 
nondefense program outlays. The first section dkusses the causes of 
health care expenditure growth and briefly outlines an approach to 
developing reforms that might bring that growth under control. The 
second section provides details on two illustrative scenarios for reducing 
grants to state and local governments. One approach entails eliminating 
or reducing programs considered by some to be either ineffective or 
poorly targeted. The other involves consolidating about 400 grants into 
six mega-block grants and reducing the authorized funding by certain 
percentages. We identify the programs that could be included in either 
approach. 

Appendix IV provides options for reducing nondefense program outlays. 
The first section describes four illustrative scenarios for reducing 
nondefense outlays and lists specific programs that could be reduced or . . ebmmakd to generate savings ranging from $46 billion to $170 billion 
annually by 1997. The listings suggest the kind of choices that need to 
be faced. Of course, any tern&u&ions or reductions wilI be unpopular 
with beneficiaries of that program. However, assuming the need to 
achieve a specific outlay reduction goal, any rejected proposal would 
need to be replaced by another of equal magnitude. The second part of 
this appendix provides a menu of the outlay reductions that we assem- 
bled during the course of our review. Many of these had been identified 
by other federal agencies, particukrly the Congressional Budget Office. 
We also generated an extensive list internally based on experience 
gained from our previous program audits and evaluations. Others were 
advanced by the nonprofit and private sectors. 

Appendix V dkusses revenue options. The first section lists potential 
ways of increasing annual tax revenues by $60 billion, $120 billion, and 
$170 billion by 1997. The second section dkusses the impacts of 
various tax measures. Where possible, it indicates which income groups 
will be most affected by specific measures. In other cases, it provides 
more general characterizations of the effect by income group or sector 
of the economy. The third section provides a listing of tax options and 
indicates the revenue that could be realized annually for the 1992 
through 1997 period. 
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As indid in the earlier report, we are not suggesting any specific prch 
gram choices for achieving our recommended fiscal policy shift of 
$300 billion by 1997. We are providing the Congress and the executive 
branch additional details on the options available in defense and 
nondefense spending, as well as on the revenue side of the equation for 
reachingsuchafiscaltarget. 

Charlea A. Bowsher 
Comptroller General 
of the United States 
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Appendix I 

Detailed Analysis of Macroeconomic Issues 

This appendix presents a more detailed explanation of the analysis 
underlying our recommtinded fiscal policy change, the consequences of 
the change, and the policy context in which the change would achieve 
its intended objectives. It also presents our views on some of the analyt- 
ical issues related to the federal deficit and its consequences for the 
economy. 

F5scall Policy 
Objectives in 
Perspective 

the 6 years 1992-97. The objective of this policy change is to strengthen 
the economy’s long-term growth prospects. Neither this recommendation 
nor any recommendation that is comparably precise can be defended as 
exactly what is required. It is nevertheless possible to establish by a 
variety of tests that the goal is plausible and feasible and does not pre- 
sent undue risks. 

Asafirststep,we examine the recent investment performance of the 
U.S. economy. Several types of evidence show that the U.S. economy is 
suffering from a syndrome of low saving, consequent low investment, 
and resulting inadequacies in economic performance. This section 
presents a portion of this evidence, placing the economic events of the 
recent past in a wider historical perspective. 

In the national income and product accounts, the economy’s total output 
of goods and sewices is divided among four major categories according 
to how the output is used. The four categories are gross private 
domestic investment, personal consumption expenditures, net exports of 
goods and services, and government purchases of goods and services. 

Groes private domestic investment comprises residential structures, 
nonre&ential structures and producers’ durable equipment, and the net 
change in bu&ess inventories. The last of these three components plays 
a different and smaller role in the long-term performance of the 
-economy than the other components. For these reasons, this discussion 
focuses particularly on the other (“fixed investment”) components of 
gro88 private domestic investment. 

Figure I.1 shows the historical development of domestic flied invest- 
ment in reIdon to GNP. After reaching the highest level on the historical 
record in 1978, the fraction of GNP devoted to gross domestic fixed 
investment declined sharply to the recession year of 1982. The share 
increased briefly as the economy pulled out of the recession but then 
resumed its decline. By 1989, it stood at 14.3 percent, lower than in any 

P-8 GAO/oa34wbA Tb Badget lMklt 



year since 1976 and approaching the lowest levels seen in the post- 
World War II period-notwithstanding the fact that 1989 was a pros- 
perous year while the previous lows typically marked recessions. By 
contrast, personal consumption expenditures have tended to rise in 
recent years and have been above 66 percent of GNP since 19~higher 
than at any time since the po&war spending boom which was fueled by 
savings from the war years. 

Pl#um 1.1: &088 Primto Domootic Fixed 
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Note: Tha 1950 to 1989 average of groaa private domestic fixed investment aa a percent of GNP is 15.2. 

The fact that the United States is now experiencing a combination of 
historically low fixed investment and historically high consumption rel- 
ative to GNp strongly sug@sts that recent trends have been unfavorable 
to saving and investment, but stati&ical m easurement problems dis- 
cussed later make the case not quite conclmive. A leas ambiious and 
more significant aspect of these recent trends, however, is the fact that 
the nation as a whole has been living beyond its means. While domestic 



investment has fallen, the amourit of goods and services devoted to con- 
sumption, investment, and government expenditure together has 
exceeded what the nation has produced. The difference has been made 
up by net imports. 

To make the payments required to cover the excess of imports over 
exports, Americans have collectively borrowed abroad, reduced the pace 
of new lending and direct investment abroad, and sold to foreigners a 
variety of assets here and abroad. In fact, the!se actions have been 
required to finance not only the trade deficit but also net transfers to 
foreigners by persons and government and an krea&@y significant 
level of net government interest payment8 to foreignem. Government 
interest paid to foreigners stood at $1 billion in 1970 and at $33.4 billion 
in 1989. Over the period lOS6-S0, it increased at the rate of 11.9 percent 
per year. 

The overall consequence of these finaqcial developmenta has been a dra- 
matic dedine in the financial claims of Americans on foreigners relative 
tothoeeofforeignemonAmeri~.Thieie summa&& in the U.S. net 
intern investment position, shown in figure 1.2. This change is 
commonlyreferredtoasachanseintheU.S.poeitioniromthatof”net 
cxeditor” to “net debtor” of the rest of the world, although the balance 
struck covers not only outstanding loans and debt securities but also 
equity ownership and govemment asset positions. 
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The relative valuations of asset holdings in the United States and 
abroad are affected by exchange rate changes as well as by the trade 
balance and other current payments flows. Revaluations were not, how- 
ever, a significant factor in the change in the U.S. net international 
investment position over the 1980s as a whole. It should also be noted 
that actually measuring the net international investment position poses 
significant problems, of which the most serious is that the assets are 
typically recorded at face or book values rather than at current market 
values. This is particularly significant because foreign direct investment 
in the United States has been high, especially in recent years, while US. 
direct investments abroad are older on the average. This implies a rela- 
tive undervaluation of the U.S.-owned asseta1 However, it appears that 
correctmg these measurement problems yields a picture similar to 
figure I.2 but shifted some years forward. This view is supported by the 
observation that the net flow of investment income to the United States 
from abroad fell from $34.1 billion in 1981 to minus $0.9 billion in 1989. 
(See figa 1.3.) 
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Our interpretation of these recent trends is that they reflect primarily 
the American economy’s low overall saving rate and that the federal 
budget deficit has significantly contributed to the problem by absorbing 
much of the net saving generated by the rest of the economy. (See 
fig. 3.2 in our report, GAO/(lCSfS6 .) Some challenge this interpretation. 
As discussed in more detail below, the official statistics on saving and 
investment do have significant limitations. Conceivably, therefore, the 
weakness in saving and investment might be a statistical illusion. A per- 
suasive case to this effect would, however, have to deal with a great 
many pieces of evidence beyond the saving and investment figures 
themselves. 

One particularly important indicator is the behavior of real interest 
rates shown in figure 1.4.2 Both short-term and long-term rates have 
been high relative to the inflation rate for most of the 1930s. For the 
early years of the decade, it can plausibly be argued that the high long- 
term real rates were partly the result of a hangover of inflationary 
expect&ions reflecting the very high inflation rates of 1979-81. Finan- 
cial markets, in this view, were undemtandably slow to accept that the 
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decline in inflation after 1981 would prove long lasting. This argument 
is far from convincing as an explanation for the persistence of high 
short-term real rates in the latter half of the decade and, to a lesser 
degree, is unconvincing regarding long-term rates. In the context of basic 
supply and demand theory, it seems artificial to emphasize the impact 
on the demand side of the securities markets of events that took place 6 
or more years previously while ignoring the essentially contempora- 
neous supply side event of an explosion of government and private debt 
offerings. 
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That real rates have recently been high is, in any case, one of the most 
fiiy established facts about the contemporary economy. While this 
fact may not reflect the economy’s relatively weak saving performance, 
fmding a plausible alternative explanation is difficult. In principle, high 
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real rates could reflect high levels of loan demand and securities offer- 
ings arising from unusually attractive real investment opportunities. 
This, however, would be expected to be accompanied by unusually high 
actual levels of real investment. As noted, the official investment statis- 
tics show the opposite pattern, while many other indicators support the 
view that real investment has generally been weak. 

A formidable burden of proof faces anyone who wishes seriously to dis- 
pute the proposition that the federal deficit is a significant part of a 
recent tendency to sacrifice America’seconomic future in favor of the 
present-namely, the challenge of identifying the areas of unusual 
strength in recent investment performance that might arguably compen- 
sate for the clearly visible areas of wealmess and decline. 

Designating a Specific In arriving at our specific proposal for a $300 billion fiscal policy shift, 

F’iscal Objective 
we relied primarily on the historical background and diagnosis described 
above. The general objective is to restore the national saving rate to the 
middle or high end of the historically observed range, thus laying the 
foundation for sustained long-term growth by making the resources 
available for an increase in both domestic and foreign investment. To 
establish the connection between this general objective and the $300 bil- 
lion figure, it is useful to consider what this fiscal shift postulated for 
1997 would have meant if it had already been accomplished by 1989. 

The first step in exploring this hypothetical situation is to qust for 
inflation. Assuming that the inflation rate from 1989 to 1997 averages 
4 percent per year, $300 billion in 1997 corresponds to $220 billion in 
1989. If other so- of saving remainedmchan@d, gross saving and 
investment would have increased by this amount. 

Table I.1 displays the 1989 saving and investment data of the actual 
income and product accounts and the results of hypothetical must- 
ments to the accounts consistent with the assumed $220 billion fiscal 
policy shift. With other sources of saving unchanged, gross saving 
would then total $911 billion. The additional saving is distributed in the 
investment account by first eliminating the deficit in net foreign invest- 
ment (through a change in net exports) and then allocating the 
remainder to fixed investment. 
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Dollars in billions 

Qro8888vlng 
Gross business saving 
Personal saving 
State and local government surplus 
Federal government surplus or deficit (-y 

T8t8lQm8mvlng 

QmealnV 
Gross domestic investment 

Fixed investment 
Change in business inventories 

-,wm-- 

Net foreign investment 
Net exports of goods and services 
Net transfer payments to foreigners 
Interest paid by government to foreigners 

%ubtotrl,natfamlgnlmmbnml 

Total olorr I- 

ActurP Hypothetical 
$607.4 $807.4 

171.8 171.8 
46.4 46.4 

-134.3 85.7 

$681 .S $911.5 

$742.9 $886.1 
28.3 28.3 

$771.2 w4.4 

S-46.1 $50.8 
-14.8 -14.8 
-38.0 -38.0 

S-98.8 0 

$674.4 $884.4 

Statistii Discrepancy 

Note: Totals msy not dd dus to round&~. 
‘Source of actud valuss: Bureau of Economic Anstysk 

US. nstii incoms and product sccounts (NM) bssis. 

s-17.0 $-17.1 

Under these hypothetical conditions, the deterioration in the U.S. net 
international investment poWon, diacumd in the previous section, 
wouldhavecometoahaltin1989,thoughatalevel~~thanhalfa 
triMon doIIars below the dead-even level of only 6 years previously. 
Fixed investment would rise to 16.7 percent of GNP, above the level of 
any year in the 1980s but still below the highs of 1978-79. By contrast, 
supposethatthefiscalshinwereonlyhaV~sussesteds~llObil- 
lion in 1989 dollars. If the deficit in the net foreign investment account 
were eliminated, the amount left over would suffice to raise the share of 
fixed investment in GNP by only 0.4 percent-less than would be needed 
to restore the ratio to icS 1988 level. In addition, of course, the unified 
budget would remain in deficit, implyiug the continuation of rising debt 
and net interest costs in lQ8Q and subsequent years. 
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Although this accounting exercise supports the plausibility of the 
$300 billion objective, it is obviously not an adequate substitute for 
detailed analysis. The real economy will not stand still while substantial 
changes are made in a few saving and investment accounts. Also, the 
1997 economy will differ from the 1989 economy in a variety of ways, 
regardless of any policy package that might be adopted. Our detailed 
analysis of the fiscal policy change, employing macroeconomic fore 
casting techniques, is presented below. First, however, we address some 
of the questions that have been raised about the basic analysis of the 
national saving problem accepted by us and other observers. These 
questions concern, in particular, the adequacy of the statistical mea- 
sures of saving and investment. 

Saving and Investment agree that it is important to reduce the federal deficit to reduce its 
Are Subject to adverse impact on the U.S. national saving rate. They also agree that the 

Criticism national saving rate is low by international standards and has been par- 
ticularly low in the 19809. However, some critics either disagree with 
aspects of our analysis or are concerned about possible misinterpreta- 
tions that might lead astray public understanding or public policy. 

The discussion that follows acknowledges the validity of many of the 
individual points that the critics have made. We believe, however, that 
our recommendation for a m@or shift toward surplus in the federal 
budget is solidly based. Many of the critics’ arguments actually have 
little or no direct implication for the policy issues; others have important 
implications regard@ the implementation of the policy change but do 
not fundamentally affect the case against the deficit. 

Official Statistics Do Not 
Reflect All Saving and 
Investment 

Any use of the economy’s current productive powers to enhance its 
future productive powers is, in economic concept, an “investment.” 
Since the current productive powers could, in principle, be devoted only 
to supporting current consumption, any “investment” involves an asso 
&ted abstention from current consumption that is, in economic concept, 
“saving.” U.S. national income and product accounts measure some, but 
definitely not all, of the activities in the economy that qualify concep- 
tually as saving and investment. 

The NlF!A category “gross private domestic investment” includes pro- 
ducers’ investments in structures and equipment, net change in business 
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inventories, and construction of residential structures. Although these 
are important types of investment, the future economy would hardly 
function at all if only these sorts of investment were made. The prin- 
cipal types of domestic investment that go unmeasured in the official 
accounts are (1) investment by government at all levels, (2) investment 
in intangibles, including the creation of new productive knowledge 
through research and development and the imparting of productive 
capabilities to the labor force by education and training, and (3) invest- 
ment by consumers in consumer durables. The official statistics also fail 
to record in a conceptually adequate way many current activities that 
diminish the economy’s future productive power and thus should count 
as disinvestment-a drawing down of the nation’s stock of productive 
we& Degradation of the environment by pollution and exhaustion of 
natural resources are important examples. 

When a new building owned by a private entity is built, the official sta- 
tistics capture the fact that something durable has been created that will 
be useful for many years in the future. But if a government entity 
spends dollars raised by taxes or borrowing to build a building-a 
school, a post office, a military command post, a hospital, or 
whatever-the official statistics see only “government expenditure.” 
They do not reflect the future usefulness of these facilities or, when the 
construction is taxfinanced, the related government saving. The same 
measurement issue arises in an even more emphatic form when the gov- 
ernment makes investments not primarily for its own future use but for 
the private sector’s use-for example, constructing highways and air- 
port nmways. Government investment in these areas directly affects the 
returns to important types of private sector investment. But the official 
statistics make the same record they would make if the same sum were 
spent on government purchases of fireworks for 4th of July 
celebrations. 

In a previous report, we proposed a format for the federal budget that 
would highhght some of these negleckd distinctions.~ Under the pro- 
posal, subtotals would be shown separately for operating and capital 
budgets for the general fund, the bnrst funds, and government enter- 
prises. An overall deficit in the unified budget would continue to 
represent a federal financing requirement, but the fgures shown in the 
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operating and capital budgets would provide better insight into the gov- 
ernment’s role in national saving and investment. The investment repro 
sented by constructing a building would be recognized in the capital 
budget, and depreciation on buildings would be charged to the operating 
budget. Analogous changes could be made in the treatment of the fed- 
eral sector in the national income accounts. As noted below, this would 
bring U.S. practice into conformity with that of many other countries, 

The situation is similar for other types of investment that are not recog- 
nized in the official statistics. For example, business expenditures for 
research and development are treated as costs of current production and 
private spending for education is treated as consumption. Consumer 
purchases of cars, television sets, furniture, and other consumer 
durables are also treated in the NFA statistics as current consumption, 
even though they are typically used over a period of years. 

It is clear that the NIPA category “gross private domestic investment” 
falls well short of being a full measure of the economy’s investment 
activity. In most cases, there is a corresponding shortfall in NIPA mea- 
sures of gross saving. Given the character of the various types of unac- 
counted investment, it is clear that most of the unaccounted saving is 
domestic saving. 

Recognition of Other 
Types of Investment Is 
Feasible but Presents 
Measurement Difficulties 

There are several approaches to national income accounting, of varying 
degrees of development, that include more comprehensive measures of 
investment. The differences between these more comprehensive mea- 
sures and the NIPA measure can be very large. 

One well-established alternative system is the United Nations System of 
National Accounts, which many countries follow in maintaining their 
national accounts. This system differs from the U.S. system primarily by 
treating government construction and equipment purchases (except mil- 
itary) as investment. The United States provides national economic data 
to the United Nations and the organization for Economic Cooperation 
and Development in this form. (For example, the international compar- 
ison shown in fig. 3.1 of our report is based on figures provided in this 
form by the United States and other countries.) 

The United Nations system measure of gross national saving has 
exceeded the NIPA measure by roughly 6 percentage points of GNP, or 
about 33 percent, in recent years. Incorporating consumer durables in 
the measure increases gross investment by a roughly similar magnitude. 
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On the other hand, inclusion of investment in intangibles like knowledge 
and “human capital” makes a much larger difference. Proposed systems 
that have attempted this inclusion yield estimates of saving and lnvest- 
ment that are several times the NIPA values. 

A conceptually consistent accounting treatment of any particular form 
of investment involves more than simply recognizing the appropriate 
form of expenditure as part of gross investment. It must also include an 
estimate of depreciation, so that a net investment figure can be gener- 
ated. In addition, the services of the capital assets created by the invest- 
ment must be recolplized as part of total output. While good data are 
often available on original purchases of assets, permitting an accurate 
adjustment of gross investment accounts, usually no correspondii 
empirical basis exists for the necessary depreciation and imputed 
income adjustments. This diff’iculty is particularly serious in the case of 
investments in education, train& and research and development- 
where obsolescence plays a significant role in economic depreciation. 

If a substantial level of net investment is occurring in a particular 
investment category, the exclusion of that category from the national 
accounts can make a major difference to the statistical picture of the 
economy. The quality of a more comprehensive statistical picture 
depends critically, however, on the quality of the depreciation figures- 
which are needed to determine whether net investment is, in fact, occur- 
ring. Systems that attempt more comprehensive treatment of investment 
are weakest precisely at the point that matters most in a policy context 
where the adequacy of national saving is the issue. They cannot provide 
reliable estimates of the extent to which the nation’s stocks of particular 
types of productive wealth are increasing or decreasing over particular 
periods. 

Moreover, comparisons baaed on more comprehensive measures typi- 
cally show differences in the same direction as those shown by the NPA- 
basedmeasures, although the details of composition, timing, and magni- 
tude may be different. In particular, the increase in the budget deficit 
during the 1980s was certainly not matched by an increase in federal 
government investment activity as measured by any of the proposed 
alternative accounting systems--with the possible exception of 
increased expenditures for military hardware. (As noted in our report, 
the large percentage increases in real expenditures during the 1989s 
were in defense, Social Security and Medicare, and interest.) 
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Of course, more comprehensive measures of gross saving and invest- 
ment necessarily make the federal deficit appear less significant relative 
to the total, and the same tends also to be true for the (less reliable) 
measures of net saving. This observation does not suggest that deficit 
reduction is unimportant or unnecessary. In fact, it could as well be 
interpreted as necessitating a larger shift toward surplus, to have an 
appropriate relative impact on the larger total. 

NIPA Measures Are Valid The virtue of the official measures of saving and investment lies in their 
Indicators of Trends comparatively strong grounding in underlying observations of the 

economy and particularly in the consistency with which the same 
framework has been applied over time. While the NIPA measures are not 
comprehensive measures of saving and investment activity, they are 
generally valid as indicators of trends. Especially in light of the 
behavior of real interest rates, it is reasonable to assume that the forces 
acting on other types of investment are similar to those bearing on the 
types of investment recognized in the official measures. The overall 
result would then be to exacerbate, rather than to compensate for, the 
problem disclosed in the official statistics. Absent any convincing evi- 
dence of extraordinary strength in other investment categories (and we 
can find no such evidence), prudence demands that the warning pro- 
vided by the official statistics be acknowledged and corrective action 
taken. 

The foregoing discussion has, however, important implications 
regadng the character of the corrective action that should be taken. A 
policy whose purpose is to improve the outlook for long-term economic 
growth wiII not (uxomplish its goal if its detailed implementation 
involves mqjor cutbacks in expenditure categories whose investment 
nature is not recognized. Among these types of expenditure, arguably 
only spending on consumer durables might logically be cut back in the 
pursuit of long-term growth-on the ground that if “long term” means a 
decade or more, other forms of investment can probably make a larger 
contribution. It would be particularly counterproductive, and from the 
economic viewpoint selfcontradictory, to pursue deficit reduction at the 
expense of investment in education, research and development, and 
improvement in the public infrastructure. 
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Response of the 
Economy to Deficit 
Reduction 

Our analysis of deficit reduction options indicates that the economy can 
continue to expand at the same time the deficit is reduced. It suggests, 
therefore, that the long-term benefits of deficit reduction can be 
attained without unacceptable sacrifice of short-run macroeconomic 
growth and employment goals. 

Analytical Methods 
Assumptions 

and Much of our analysis of the effects of deficit reduction options was 
based on simulations using two prominent macroeconomic forecasting 
models. We also compared the options with the aggregate deficit reduc- 
tion assumed in the July 1000 budget “Update” by the Congressional 
Budget office (CFN). Both our analysis using the macroeconomic models 
and CBO’S assessment of the outlook contingent on major deficit reduc- 
tion support our belief that a major deficit reduction program does not 
seriously imperil continued economic growth. The analyses suggest that 
while such a program may cause some short-term increase in unemploy- 
ment, it offers benefits in terms of lower interest rates, strengthened 
investment, and higher exports. These are, of course, precisely the sorts 
of benefits anticipated from the program. 

We examined several deficit reduction packages using two 
macroeconomic forecasting models, the mu/McGraw-Hill model and the 
model maintained by The WEFA Group. Given the hazards of 
macroeconomic forecasting, it should be clear that we do not endorse 
either of these models as valid representations of the economy or as 
accurate forecasters. They are, however, well known and well regarded 
in the forecast@ profession. The results of our simulations with these 
models are reported here in the spirit of relaying the results of a consuI- 
tation with independent experts. 

To incorporate our options, we first adjusted these models, with the 
assistance of DRI and WEPA, to forecast the effects of a current services 
budget. This adjustment was m because the principal forecasts 
offered by the two models now assume significant deficit reduction from 
the current services baseline. Thus, these firms’ major forecasts already 
assume some of the fiscal restAnt involved in deficit reduction and off- 
setting of that restraint by monetary policy. Changes such as those envl- 
sioned by our options are less dramatic when viewed as changes from 
the forecasters’ baselines than when viewed from the current services 
baseline. 

Similarly, it should be noted that o’s baseline economic assumptions in 
its July 1900 ‘Update” do not reflect CBO*S assumptions under a current 

Page 21 GAo/ocaoaAm~Dendt 



services budget; rather, CBO assumes that the budget deficit is reduced 
by $400 billion to $600 billion between 1991 and 1996, a change that 
would enable the Federal Reserve to lower interest rates substantially.4 
So far as the economic assumptions are concerned, it is c&s January 
1990 estimates that are conceptually comparable to those used in our 
two current services baselines. 

Since the starting point for our analysis was the private forecasters’ 
views of the economic outlook in July 1090,6 the assumed economic con- 
text is not fully consistent with CBO’S baseline assumptions for the 
economy and the budget. Neither is it fully consistent with our baseline 
budget path, which was derived from the CKI figures in the manner 
explained in chapter 2 of our report. 

For the most significant feature of the economic assumptions, the path 
of real GNP, the differences involved are quite small. The DRI version of a 
current services baseline projection gives a 1006 GNP that is 0.3 percent 
above the cm January estimate for 1996, while the WEFA baseline is 1.4 
percent above CBo’s. In hater years, the WEFA baseline projection runs as 
much as 2.9 percent above DFU’S. The situation is more complex and the 
differences are larger for the baseline deficit path. In macroeconomic 
tiysis, the NIPA treatment of the federal budget is conventionally used, 
and that convention is followed here. We did not develop an explicit NIPA 
counterpart for our baaeIine budget. However, by far the largest camp 
nent of difference between our treatment of the budget and a NIPA treat- 
ment, over the period in question, is our inclusion of asset transactions 
of the Resolution Trust Corporation. Since these Qansa&i 0nsareprC.F 
jetted to have occumd before 1997, the 1097 deficit figures are reason- 
ably comparable. It turns out that the DRI current services baseline 
deficit for 1997 exceeds our figure by about 6 percent, while the WEFA 
value is 16 percent lower than ours. 

We believe that these various differences do not seriously affect our 
analyses that use each model individually to compare options with each 
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other or to explore the effects of different monetary policies. Applied in 
this way, the two models provide us with two alternative, and largely 
comparable, estimates of the effects of the same policy changes. Also, 
the 1997 projections for the deficit are roughly comparable between our 
baseline and the DFU model results. These are the sorts of comparisons on 
which our principal conclusions are based, although we did gain helpful 
insights by comparing the models with each other. 

, 

To evaluate the response of the economy using the private forecasting 
models, we evaluated a range of options. All of the options were 
modeled as involving a desired total of $249 billion in noninterest deficit 
reduction-through combinations of revenue, defense, and nondefense 
spending changes-by fiscal year 1997. Most of the examples we 
explored involved an evenly paced phase-in of program changes over 
the 6 years 1992-97. As described in chapter 4 of our report, these basic 
program changes led to lower debt levels (compared with the baseline) 
and hence to further deficit reduction through interest savings. The 
forecasting models generated estimates of these savings in net interest 
payments, which would result from both decreased borrowing and lower 
interest rates. In some of our simuktions, the forecasted decline in 
interest rates reflected our exploration of an assumption that the Fed- 
eral Reserve would support the deficit reduction program with a policy 
of monetary ease that went beyond its typical behavior patterns. 
Overall, the estimates of net interest savings cover a range from some- 
what below to well above the $66 billion value of the interest rate 
“bonus” dkussed in chapter 4 of our report. 

We investigated various mixes of defense and nondefense spending cuts 
and implemented revenue increases in various ways. Varying degrees of 
supportive monetary policy were explored. Exchange rate changes are 
generated automatically in the Dru model; we investigated the implica- 
tions of imposing similar changes by assumption in some simulations of 
the ~EFA model. 

The forecasting models do not provide a straightforward means for 
describing and analyzing government expenditure tid tax policies at the 
same level of detail at which they are treated in chapters 6 to 7 of our 
report. They dMnguish defense and nondefense expenditures and 
defense personnel from defense procurem ent-but not tanks from air- 
craft and certainly not R-29 from G17s. Similarly, they distinguish per- 
sonal income taxes from indirect business taxes but do not explicitly 
incorporate a “sin tax” option and a value-added tax option. 
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Our experiments show that even the major differences among scenarios 
that are easily reflected in the models do not make major differences in 
general macroeconomic performance-although the detailed economic 
picture is certainly affected. According to the models, monetary policy 
and the value of the dollar are much more powerful determinants of 
macroeconomic outcomes than the differences in composition among 
fiscal policy shifts of the same total size. 

Each of the models has as one of its components a representation of the 
Federal Reserve’s behavior concerning monetary policy, a representa- 
tion that has been quantified by reference to the Fed’s actual behavior 
in the past. Essentially, the Fed is represented as having an antipathy to 
inflation and unemployment, as well as to overly rapid changes in 
interest rates. If the inflation rate is high and unemployment is low, the 
Fed may be expected to raise rates, if the reverse combination prevails, 
it will lower them. What happens under more difficult and ambiguous 
&cum&ances is not as easily characterized and is probably less likely to 
be predicted accurately by the models. 

The models also provide mechanisms for exploring the implications of 
monetary policies different from those the models predict. In our discus- 
sion below, the phrase “extra monetary stimulus” is used in connection 
with scenarios that explore the consequences of lower interest rates 
than the models would predict the Federal Reserve to establish given the 
other &cum&ances prevailing in the economy. This does not imply, 
however, that the provision of extra monetary stimulus is an unreason- 
able prediction of the Fed’s behavior in the context of a major, multiyear 
deficit reduction program. The chainnan of the Federal Reserve Board 
has repeatedly stated that monetary policy would provide support for 
such a program. In any case, the size of the fiscal policy change and its 
predictable char-a&r if an agreed multiyear plan is developed might 
themselves lead the monetary author&y to provide more support than 
the models would predict based on historical data. 

General Results Several signifiiant patterns emerge from the full range of our experi- 
mentation with the models. 

Implementation of a phased deficit reduction program poses little risk of 
inducing a recession. To the extent that recession risks exist, they are 
concentrated in the near future and reflect the crisis in the Middle East 
and the present weakness of the economy. Assuming a successful resolu- 
tion of the crisis or merely a standoff that does not further reduce oil 



supplies, the longer-term outlook is for an economy robust enough to 
withstand gradually imposed fiscal restraint without slipping into 
recession. 

In the absence of extra monetary stimulus, deficit reduction could pro- 
duce an extended perkxl of relatively slow growth in real GNP, roughly 
comparable to the economy’s performance since mid-1988. Slow growth 
would be accompanied by a rise in the civilian unemployment rate to the 
vicinity of 6 percent. At the completion of the deficit reduction program 
in 1997, real ONP would remain below the baseline figure by approxi- 
mately 2 percent. This would imply a substantial shortfall in achieving 
the objective of increasing national savings and growth. 

Just as the increase in the budget deficit was reflected particularly 
strongly in the trade deficit, the reduction of the budget deficit yields 
clear benefits in the strength of net exports. Exports may, in fact, be the 
key to maintaining prosperity in the context of deficit reduction. Real- 
izing the potential stmngth of exports, however, requires acceptance of 
a decline in the dollar-a decline that the lower interest rates associated 
with deficit reduction will tend to bring about automatically. 

With a moderate degree of extra monetary stimuhis, the economy can 
remain on or above the baseline growth path for real GNP and can sur- 
pass the baseline in 1997. (The baseline real growth rate from 1990 to 
1997 is 2.3 percent in the niu model and 2.7 percent in the WEFA model; 
the models concur in predicting that their respective baselines can be 
suqassed in 1997 when deficit reduction is accompanied by a moderate 
degree of extra monetary stimulus.) The unemployment rate peaks at 
around 6.6 percent in these simulations. This growth performance comes 
at a very modest price in higher inflation relative to the baseline, pro- 
ducing an increase of less than 1 percent in the value of the GNP implicit 
price deflator in 1997. 

There is a substantial degree of momentum in some economic indicators, 
such as the national debt, net interest paid, and net international invest- 
ment position. The prevailing trends are unfavorable, and they are not 
reversed in the early stages of a deficit reduction program. In the case of 
net interest paid, the peak may come in 1994 or 1996; extra monetary 
stimulm adds to the interest bonus and can advance the “turnaround 
date” to 1993. However, in the case of the net international investment 
position, the turnaround date is typically after the year 2000, regardless 
of the monetary policy. 

--- 



In general terms, deficit reduction has the sorts of effects on national 
saving and investment characterized above in the discussion of table 1.1. 
Net exports turn positive, the share of fixed investment in GNP rises, and 
the share of consumption declines. However, the details of the changes 
are, as expected, more complex than table I.1 suggests. First, in the 
absence of extra monetary stimulus, the reallocation of total output 
toward investment comes at a substantial price in output foregone; note 
the 2-percent shortfall of real GNP from the baseline mentioned above. 

Also, in these simulations, the weakness of the economy prevents the 
full realization of the projected shift toward budgetary surplus. Second, 
the models concur in predicting a major decline in personal saving, 
sometimes partiaily compensated by an increase in gross business 
saving, as a consequence of deficit reduction. In some scenarios that dis- 
play quite plausible behavior of other indicators, the decline in personaI 
and business saving combined is over $109 billion. This means that the 
increase in gross national saving accomplished by 1997 may be approxi- 
mately two-thirds of the reahxed shift in the federal budget. It appears 
that these effects reflect a high degree of inertia in reaI consumption, so 
that decreases in disposable income predominantly reduce savings 
rather than consumption. This view of saving behavior may be too pes- 
simistic; it might be more plausible as a predicted response to a tempo- 
rary income reduction than in the context of a multiyear and permanent 
fiscal shift of the kind postulated in our analysis. On the other hand, the 
personal saving rates in these simulations generally remain above the 
historicaI low value of 2.9 percent reahxed in 1987, so the forecasts are 
plausible enough by historical standards. 

Baseline Projections Table I.2 summarizes the key economic indicators for the two baseline 
projections. Since fiscaI year 1999 is over, it provides a convenient 
common base for comparisons of growth rates to 1997. To show the size 
of the typical differences between the two projections in the intervening 
years, we also present averages over 1991-97 for some of the other 
indicators. 
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Table 1.2: Econcmlc lrtdbtom for 
CwnntEewlceaEa8ellne~r ECOlWtdC- 

Growth rates, fiscal years 1990-97 (percent) 
Real GNP (1962 dollars) 
Implicit GNP deflator 
MMY wwly (Ml 1 
Fixed investment (1962 dollars) 
Exchange rate 

Averages of annual data, fiscal years 1991-97 (percent) 
Unemployment rate 
3month Treasury bill rate 
1 O-year government note rate 

DRI mm 

2.3 2.7 
4.4 4.5 
5.2 5.1 
3.7 4.5 

-0.7 -2.6 

5.2 4.7 
7.96 6.27 
9.63 9.59 

The baseline budget projections for the two series, on a NIPA basis, are 
shown in table 1.3. 

TabbI.&Eawllne~ Pmjedme (Fiscal Years 1990-97) 
Dollars in biMons, NIPA basis 

1990 1991 1992 lam 19m la@5 l#aa 1887 
Receipts 

DRI 
WEFA 

51693.2 91,166.7 $1271.3 $1341.6 $l,a7,g $l,w,l 9l,es4.4 61,7654 

1,091 .l 1,170.7 1259.2 1345.7 1439.5 1544.6 1654.9 1.767.6 

Expenditures 
DRI 
WEFA 

1,246.5 1326.4 1,416.6 1,512.O 1,616.7 1,726.7 1944.7 1,973.6 
1257.0 1326.5 1403.4 1,461.6 1,577.l 1666.4 1,601.6 1,920.o 

Defiiit 
DRI -155.3 -139.6 -145.3 -170.2 -176.6 -176.6 -160.3 -166.2 
WEFA -165.9 -157.6 -144.2 -136.1 -137.6 -141.6 -146.9 -152.2 

Illustrative Results 
Deficit Reduction 

of In tables I.4 and 1.6, we show, for the two models separately,. how deficit 
reduction produces changes from the 1997 baseUne figures, both with 
and without extra monetary stimulus. The deficit reduction measures 
introducedarethesameinbothcasesandinclu&~rchangesin~ 
three categories (defense and non&few spend& reductions and rev- 
enue increases). Since the two models offer different methods for pro- 
viding the extra monetary stimulus, there is no direct way of imposing 
identical monetary policy assumptions on them. We did attempt, how- 
ever, to bring about comparable degrees of monetary stimuhs. One 



rough indicator of the size of the difference that actually emerged is the 
Treasury bill rate; another is the level of the money supply (Ml). 

TabI. I.& lHwtmUvo EWcta of DofkH 
ibdUOthOllMJorE~I~ 
m8odoflthooRIModd 

Ecommkidicrtor bn.anokvol cnocwCuy- ntonomy- 

Real GNP (1962 dollars in 
billions) SW2 SW6 $4,934 

Percent difference -1.5% 0.2% 

G;1p&pliccAce deflator 
I 

Percent difference 

Money supply (dollars in 
billions) 
Percent difference 

Real exchange rat@ 
(1960-62-100) 
Percent diierence 

176.1 173.1 177.9 
-1.7% 1.0% 

$1,142 $1,119 $1,166 
-2.0% 3.6% 

62.9 79.1 76.1 
-4.6% -6.2% 

Unemployment rate 
Absolute difference 

Interest rates 
3-month Treasury bills 

Absolutedifhfence 

5.4% 6.0% 5.7% 
0.6 0.3 

7.5% 5.0% 4.1% 
-2.5 -3.4 

M-year Treasury bonds 9.6% 6.6% 6.0% 
Absolute difference -2.6 -3.6 



Tablo I.& I- EnectactDetkn 
nodwtbnon~E-- 
EandalthawEMMcdd 

EthtOCtdMdt raducEcfl 

Economic indkator 
Alorlye8f1887 wiEmutoxtra wmoxtm 

braonnolovol mcnetafyatlmtlur mcuwtwy@tlmulur 

Real GNP (1982 dollars in 
billions) 

Percent difference 

G;;&pk&rice deflator 
II 

Percent difference 

Money supply (dollars in 
billiis) 
Percent difference 

Real exchange rat@ 
(1986-82=100) 
Percent difference 

Unemployment rate 
Absolute difference 

Interest rates 
Bmonth Treasurybills 

Absolute difference 
1 O-year Treasury bonds 

Em8 St944 65,052 
-2.0% 0.1% 

176.6 174.6 177.2 
-12% 0.2% 

$1,138 $1,128 $1,167 
-0.8% 4.3% 

78.7 78.7 78.7 
0% 0% 

3.9% 5.7% 5.1% 
1.8 1.2 

8.7% 6.8% 5.0% 
-1.8 -3.7 

10.3% 7.1% 5.1% 
Absofute difference -3.2 -52 

%knsmd m en index of the v&w of the doiiar in terms of the currencies of 40 other countries. The real 
exchange rate is exogenous in the WEFA model and was not changed for simuiatiins shown here. 

F’inally, tables I.6 and I.7 show, for each model, how the scenarios with 
extra monetary stimuli produce changes from the baseline in the gross 
saving and investment account. As noted above, both models suggest 
that success in deficit reduction may translate only partially into 
increases in national saving, because the personal saving rate may fall. 
This is the most significant respect in which our analysis using the fore- 
casting models leads to results markedly different from those of the 
simple exercise reflected in table 1.1. We tried to determine the under- 
lying sources of this result in the assumptions of the two models. We 
sought to determine the result’s plausibility and permanence-that is, 
the extent to which the models would lead us to expect a continuation of 
low personal saving past 1907. 
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nbl8I.~aroe8hvlngandImnr(nnnt 
gygkod on tha Dell Model (Fisd Dollars in billions 

Qroamswlna c-c DlfhfWIW 
Gross business saving $641 $878 $37 
Personal saving 345 230 -115 

St;FTut local government 144 114 -30 
Federal governmqnt 

SW&S or defkat (-) (NIPA 

Total Qro8a 88vlng 

aoae- 

-166 167 355 

$1,142 Slt389 $247 

Gross domestii investment 
Fixed investnwnt 
Cll~teiriness 

Yitzx- 

Net foreign investment 
Net exports of goods and 

8orvlOOS 

Net;mmtpayments to 

$1,214 $1,325 $111 

32 35 3 

MM $1,360 $114 

S-61 $52 $113 

-24 -24 0 
Intereat paid by 

itiirgztto 
y-a&-bn 

Totrlolorrlm 

-58 -38 19 

$-119 s-11 $133 

$1,102 $1,348 $247 

statlltloal dlsorepanoy $40 $40 $0 

Note: Tot& my not add due to roundiq. 



Tebbl.t:QrossSavingandInwotmonl 
Amount~onthowMModel 
(Fii Year 1997) 

Dollars in billions 

Qroa, avlng --%sz atlmulua Olfferencr 
Gross business saving $g77 $129 
Personal saving 406 177 -231 
St;:;: local government 

46 40 -6 
Federal governv?nt 

SW&~ or deflclt (-) (NIPA 
-162 161 313 

Tctal Qrou saving $1,151 $1,366 $206 

Qroulnve8tment 
Gross domestic investment 

Fixed investment $1,312 $1,395 $a3 
Change in business 

inventories 
summt8 

i-t 

Net foreian investment 

49 60 11 

$1,361 mss $24 

Net exports of goods and 
services 

Net transfer payments to 
foreigners 

5-140 5-32 $106 

-17 -17 0 
interest paid by 

? 
overnment to 

oreigners 
y-&f-bn 

-53 -51 3 

s-210 s-92 $111 

ToWQmmlnvwtmont Sl.161 S1.366 s2os 

Statistii discrepancv 0 0 0 

Note: Totals may not add due to rounding. 

It should be noted, fii, that neither model incorporates any simple, 
direct assumption about saving behavior. In both cases, personal saving 
is computed as a residual by sub&acting consumption (and personal 
interest and transfer payments) from disposable income. Consumption, 
in turn, is an aggregate of a number of different types of consumption, 
each estim&d separately. Thus, there is no simple answer to how the 
depressed saving rate emerges from the models. 
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We believe that the actual answer to the question lies in the fact that 
many of the detailed consumption equations incorporate lagged effects 
of previous consumption and income levels along with the effects of 
other variables, including current prices and incomes. The lagged effects 
lend an element of inertia to real consumption levels, category by cate 
gory. In the context of the deficit reduction program, real consumption 
is under downward pressure. In our scenarios with extra monetary stim- 
ulus, both models show a decline relative to the baseline in real con- 
sumption expenditure from 1900 to 1097, when real consumption is 
measured by current+llar consumption deflated by the personal con- 
sumption expenditure price deflator. Given this context and the lagged 
effects in the individual equations, it is not surprising that the personal 
saving rate falls. How accurately the amount of the decline is predicted 
is difficult to say. 

More importantly, this line of reasoning suggests that the personal 
saving rate might well increase again after 1097. With the fiscal shift 
completed and the economy on a stronger growth path, the same lagged 
effects in consumption that dragged the saving rate down will tend to 
pull it back up again. Thus, personal saving is one of the economic 
indicators that will respond favorably to deficit reduction, but it may 
not display this response until some time after the fiscal shift itself is 
completed. The models may, however, overstate the inertia in real con- 
sumption. In that event, personal saving would increase sooner and total 
savings would be higher than the models suggest. 



Appendix II 

Estimatin$ Defense Force Sbructure Unit costs 

To estimate the budget savings possible through the reduction in 
defense force structure, ss set forth in chapter 6 of the report, we 
needed to estimate the costs associated with each force structure ele 
ment being considered for reduction. This appendix explains how those 
“notional unit costs” were developed and applied. 

The notional unit costs were developed, in principle, by allocating the 
Department of Defense (DOD) budget to the forces currently in existence. 
This started with the Five Year Defense Program cost data for fiscal 
year 1991, as displayed in table II.1. Since these data were to be used 
initially to reprice the DOD ilbtrative 26-percent force stnmture reduc- 
tion, it was important to avoid any unintended distortion of DOD'S priori- 
ties. This required that we (1) not allocate to specific force structure 
elements those components of cost that are likely to be determined by 
factors unrelated to force size and (2) recognh that certain elements 
had been exduded from DOD’s illustrative force structure cuts. The fol- 
lowing cost elements went into this “protect&’ category: 

l Intelligence and communications: We attributed 20 percent of these 
costs to the general-purpose forces, while protecting the remaining 
SO percent. 

l Research and development: Research, development, test, and evaluation 
costs are included in the portion of costs allocated to the force structure, 
and these are assumed to be cut in proportion to the overall force struc- 
ture reduction. However, this does not apply to the separate research 
and development budget, which would be protected under our approach, 
SSiti~Si11theDDDi&u3hWiVe~. 

l Airlift: This coat element was excluded because this element of the force 
structure had been completely protected by DOD. 

. Selected strategic systems: Air Force El, B-2, and MX wings were simi- 
larly excluded because they had been completely protected in the DOD 
ihmtrative force structure reduction. 

l Support of other nations: These costs were protect4 because there is no 
obvious, direct connection between the international political interests 
that determine the level of these activities and the U.S. force structure. 

9 Special operations forces: These units were pro&ted because they 
operate independently of the rest of the U.S. force structure. 

The portion of the DOD 1001 budget associated with these protected cat+ 
gories is shown at the bottom of table II.1. All other costs were allocated 
among the services and types of forces. These estimates were then 
inflated to e&mated 1097 dollan3 u&g a4percent annual inflation 
factor. This was necessary because we had concluded, as discussed in 



chapter 6 of the report, that 1997 wss the appropriate year in which to 
seek to achieve the fiscal policy target. 

Once the portion of the DOD budget affected by the illustrative force 
structure reduction had been allocated among the services and types of 
forces, it was further allocated, on a proportional basis, to specific types 
of units (such as Army divisions and Air Force squadrons and wings). 
The results of this further allocation are displayed in table 11.2. 

A particular problem is involved in developing and applying the unit 
notional costs for Navy ships. Roughly two-thirds of all Navy ships are 
either part of, or provide service and support for, the carrier battle 
groups. But because these are the larger and more expensive ships, they 
represent more than two-thirda of the general-purpose naval forces 
costs. We adjusted for this fact by developing a separate unit cost esti- 
mate for a carrier battle group. The savings associated with non’s illus- 
trative reduction (option 1 in ch. 5) were estimated by applying the unit 
coats per ship to the number of ships assumed to be eliminated from the 
force. For options 2 and 3, which represent additional reductions, the 
savingswere e&hated by multiplying the unit costs per battle group 
times the number of carrier battle groups assumed to be eliminated and 
adding the product to the optional savings. A notional carrier battle 
group has approximately 16 ships. 
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Tr#r,ll.l:phr,~~hn~~,l~~by~~~ 
Dottars in billions 
ACCOUnt AmY Navy Marhoe 

General-purpose forces $33.8 $49.7 s!5.6 
Intelligence and communications4 0.6 0.7 b 

Airlift/sealift b 0.5 b 

Other cost& 21.8 17.0 2.7 

AIrFore. DOO-wide ToteI 

$21.7 $1.3 $112.1 
3.8 1.3 6.4 

c 0 0.s 

9.0 8.1 1.4 

mbtotd 
1987Ddk~ 

Strategic forces’ 
Other costs 

subwd 
10CIDOhS 

Guard and reserve forces 
Other costs 

$66.0 w7.0 
$703 so6.9 

SO.2 $6.7 
b 1.2 

so.2 $7.9 
$0.3 $10.0 

$8.7 $22.8 
0.2 0.3 

$8.3 
$10.8 

b 

b 

c 
b 

SO.6 
b 

$343 
643.7 

$8.6 
4.5 

$13.1 
$16.6 

S6.2 
b 

$10.7 $177.4 
$lS.S $224.6 

0 sls.s 
0 5.7 

0 $21.2 
0 $28.8 

0 $17.3 
0 0.1 

$83 $2.1 so.6 $692 0 $17.8 

s11.a aa8 $0.6 0.6 0 $22.5 

Protected accounts 
Intelligence and communicatio& 
Airlift 
B-l, B-2, and MX 
Research and development’ 
Support of other nations’ 
Special operations forcesf 

$3.4 $3.8 b $17.4 $54 m.0 
0 0 0 8.5 0 6.6 
0 0 0 7.1 0 7.1 

5.9 8.0 b 9.0 7.6 30.5 
0.6 0.1 b 0.3 0.5 1.5 
1.2 0.3 b 0.4 1.4 3.3 

$11.1 $12.2 b $427 $14.8 MO.8 
(continued) 
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AmY NW Marinoe Air Force DOD-wide Total 
$14.0 $16.4 b Bs4.0 $18.9 $102.4 

$76.2 $01.1 88.8 $86.5 as.6 $297.3 

$98.4 $1163 $11.3 $120.0 $92.4 M76.3 

‘Onefiih of intelligence and communications was allocated to general-purpose forces; the remaining 
four-fifths was protected. 

has than $100 m&n. 

%ir Force airlift was protected. 

%v&ead costs for central supply maintenance; training, medical, and other personnel costs; and 
administrative and associated actiiities were apportioned by type of force. 

@Air Force El, B-2, and MX wings were protected. 

‘Includes overhe& coets for central supply maintenance; training, mediil, and other personnel costs; 
and administmtive and associated activities. 

‘V3e difference between this figure and the CBO Mine fiscal year figure ($399.9 billion) is that the 
CBO baaelins include8 Department of Energy defense accounts and was based on the higher fiscal 
year 1980 defense budget. 

Tab40 IIL NotbMl unit coat8 

Notlond unit 
T-1 1997dolminblMona 
unita Totalbudgot Unitcoat 

Army 
Active Division 18 $70.9 $3.94 
Reserve Division 10 11.3 1.13 

Navy 
Active Carrier battle arouc 14 85.9 6.14 

Reserve 
Merhea 
Air Force 

Active 

Reserve 

- ’ Ship 

Str;b$$m;isile 
Pecple (thousands) 
Brigade 

Tactical wing 
Airlift wing 
Strategic wing. 
Wina 

!530 0.16 

36 10.0 0.28 
163.8 3.9 0.03 

9 10.5 1.17 

24 43.7 1.82 
13 10.8 0.63 
23 16.6 0.72 
50 6.6 0.13 

‘The flgun for total units excbde6 4 El wings; the total budget excludes the budgets for the B-l, B-2, 
and MX. Thew ekments had been protected in the DOD illustrative force structure reduction. 
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Tvvo Strategies for Reducing 
Nondefense Spending 

Chapter 6 of the main report identified 10 plausible strategies for 
reducing domestic program outlays. Among these were restructuring the 
American health care system and reducing grants to state and local gov- 
ernments. This appendix provides additional details on these two 
approaches. 

AmericanHedthCare 
health care budget. However, such reductions would be likely to have 
0 nl te y a mporary effect, leaving the growth rate of federal expenditures 

System unchecked over the long run. We believe that it wilJ be very difficult to 
control the escalation of federal health care expenditures while ensuring 
good quality care to federal beneficiaries without controlling the expen- 
diture growth rate in the American health care delivery system as a 
whole. Achieving this goal is likely to require major structural changes 
to that system. This section briefly reviews the causes of the health care 
cost spiral and outlines an approach to developing reforms that might 
control that spiral. 

American Health Care 
Growth Outpaces 
Economy 

Cost American health care expenditures have been increasmg faster than 
spending in the rest of the economy. As figure! III.1 shows, nominal 
healthcarecostsasashareofGNProsefrom7.3percentin1976to11.1 
percent in 1988. This corresponds to a rise in health care expenditures 
from $74 billion to $540 billion-a ‘I-fold increase. During the same 
period, federal health care expenditures rose from 2.7 to 4.7 percent of 
GNp. By the year 2QO0, it is esthatd that under the current system, 
national health care costs will cohsume~Ost16~rCentOfGNP. 



Flgum 111.1: Nombld Matlond rnd 
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ln addition, the United States spends more on health care and, in some 
important respects, gets less from its expenditures than other western 
indust&lkd nations. The United States has the highest level of per 
capita health care expenditures, one of the highest rates of medical care 
cost inflation, and the largest share of gross domestic product (GDP) 
spent on health care.’ 

Despite these expenditures, approximately 16 percent of the population 
is currently without health insurance coverage, either public or private. 
Moreover, notwithstanding its vast medical resources, the United States 
performs relatively poorly, as compared with other n@or industrialized 
countries on some commonly accepted measures of public health, such 
as infant mortality and life expectancy. While differences in public 
health outcomes also reflect the different economic and demographic 
makeup of the United States and other countries and not simply differ- 
ences in their health care systems, this poor performance leads many to 
question whether we are getting good value for our money. 
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Furthermore, there is a perception that Americans are not very happy 
with their health care system. A recent study found that Americans, 
who in 1986 spent $1,926 per capita on health care, were significantly 
less happy with their health care system than either the Canadians 
($1,370) or the British ($71 l).* Eighty-nine percent of Americans believe 
that their health care system needs fundamental change, compared with 
42 percent of Canadians and 69 percent of Britons. Although only lim- 
ited conclusions can be drawn from such surveys, these results suggest 
that our high expenditures on health care have not translated into con- 
sumer satisfaction. 

The American Health 
Market Has Failed to 
Control Costs 

Cam A rapidly growing health care sector would be of less concern if we 
could be sure that rising utilization reflected only medically necessary 
procedures desired by patients and that the system kept price increases 
to the lowest practical level. However, analysis of the American health 
care system gives us no such assurance and suggests that consumer dis- 
satisfaction may have a rational basis. 

The U.S. health care system operates as a set of decentralized markets. 
Under certain conditions, such markets can function effectively to 
ensure the provision of desired goods and services at the lowest prac- 
tical prices. These conditions include the following: 

. Both buyers and sellers must know reasonably well the prices and 
quality of the goods offered for sale in the market. 

l The consumer must be the buyer; that is, the person who is to use the 
good or service must be the person who decides whether to buy it. 

9 The consumer must be the payer; that is, the person who is to use the 
good or service must be the person who pays for it. 

In the U.S. health care market, none of these conditions is fulfilled even 
approximately. Consumers-that is, patients-are typically 

. unaware of the prices of medical services; 
l without sufficient medical knowledge to judge the need for, and quality 

of, the medical services they consume; 
. in no position to make rational judgmenti among treatment modes; and 
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l shielded from the financial consequences of their decisions by the pres- 
ence of third-party payers in the form of either private health insurers 
or government programs, such as Medicare and Medicaid? 

Because of the consumer’s lack of knowledge, most decisions regardjng 
medical treatment are made by physicians, who also provide many med- 
ical services. This dual role means that physicians have an inherent con- 
flict of interest. They are acting as the patient’s agent in choosing 
medical services while providing some of the same services. At the same 
time, third-party payment creates little incentive for the patient to 
refuse any service that he or she believes may have the slightest benefit, 
because at the point of service the patient pays little or nothing for it. 
As a result, the U.S. health care market, as currently structured, pr~+ 
vides little economic incentive to patients or providers to be cost con- 
scious and to contain costs. 

In addition, physicians may lack adequate information on the usefulness 
of some of the services they provide. Recent research indicates that phy- 
sicians often do not agree on the relative efficacy of alternative treat- 
ment modes for many diseases. In the absence of scientifically valid 
information on outcomes and effectiveness of treatments, Americans’ 
tendency to prefer action over inaction may incline physicians to choose 
more rather than less treatmentf 

Piecemeal Reforms Have 
Had Limited Success in 
Controlling Costs 

The past two decades have seen numerous and diverse efforts to slow 
the rate of increase of American health care expenditures. Such 
attempts inch&xl the Medicare hospital prospective payment system; 
various state cost containment initiative@ and federal efforts to 



encourage the growth of capita&d care systems, such as health mainte- 
nance organizations6 Although some of these reforms have succeeded in 
controlling costs in a limited sector of the health care system, none has 
succeeded in controlling the rise of national health care costs. Between 
1970 and 1988, when most of these efforts were implemented, the share 
of GNP devoted to heakh care rose from 7.3 to 11.1 percent. 

This experience provides ample evidence that reforms affecting only a 
small part of the national health care fiicing and delivery system are 
ineffective. Attempts to control one part of the system have usually 
resulted in shifting costs into another part. For example, physicians and 
hospital administrators have reacted to attempts to control inpatient 
hospital expenditures by moving as many procedures as possible into 
the outpatient setting, where they are free of cost controls. Attempts at 
piecemeal cost control may be likened to poking a balloon; applying 
pressure at one spot merely causes it to bulge in another. 

Other Nations’ 
Experiences 

Most other western industrial&l democracies have some form of 
national health system that explicitly sets out to control costs. In some 
of these systems, such as the Canadian, the government acts as the sole 
payer of most health care, while others, such as the German, have man- 
aged to retain considerable phualism in both the financing and the pro- 
vision of care. These rner industrialixed countries all dedicate a lower 
portion of GDP to health care than does the United States while pro- 
viding health care coverage for their entire populations. 

Although the health care systems in these industrial democracies are 
quite different and are imposed on cultural contexts differing from both 
those of each other and that of the United States, most have certain 
common elements. They cover virtually all health care settings, 
including inpatient and ambulatory care. Moat also provide for control- 
ling the distribution of capital stocks, such as hospitals and costly equip 
ment, and the diffusion of new and expensive technologies. They also 
exert more financial control over both health care providers and payers, 
while permitting providers considerable freedom in the clinical practice 
of medicine. These characteristics do not appear to have resulted in 
adverse health outcomes when compared with the United States. 
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Finally, the health care systems in most of these countries have lower 
overall administrative costs than the American system. These lower 
costs may be ascribed to two main factors. First, these countries do not 
pay for health insurance companies’ marketing budgets and duplicative 
administrative and managerial structures. Second, health care prov- 
iders’ costs are lower due to reductions in the number of payers and 
standardization and simplification of billing and other forms. These dif- 
ferences can result in substantial savings compared with the American 
system. For example, the Canadian system’s overall admmistrative costs 
are estimated at about 1.6 to 2.5 percent of total health care costs, com- 
pared with 6 to 8 percent in the United States. 

Requirements for 
Health Reform 

Effective There are several possible ways to reform the American health care 
system to control costs while continuing to meet the needs of Americans 
for high-quality health care. However, from both our experience and 
that of other nations, we have developed a list of minimum require- 
ments that a reform plan must meet if it is to have any likelihood of 
meeting these goals. Such a plan must 

l ensure that essentially all persons in the population can obtain at least 
minimal coverage at a price they can afford; 

l cover all aspects of health care, including community-based services and 
ambulatory care; 

l control the distribution and growth of capital stocks (such as hospital 
beds, outpatient facilities, and expensive equipment) to ensure their 
efficient and effective use and adequate coverage of the beneficiary 
population and, as part of this, control the spread of new technologies 
until they are shown to be cost beneficial; 

l support continued research into outcomes and effectiveness of health 
care modalities and technologies to provide health care providers and 
payers with information necessary for them to provide and pay for only 
care of demonstrated efficacy; and 

. address the burden of administrative costs on both payers and 
providers. 

Budgetary Consequences Any systemic health care reform would almost certainly significantly 

of Health Care Reform change the scope of federal responsibility for financing health care. The 
exact effects of such reform on the federal budget cannot be predicted 
because they depend on the details of the chosen reform methodology. 
To give some notion of the potential budget savings resulting from 
health care reform, we have calculated the effects of constraining the 

Page42 GAO/-The Budget Jhadt 



growth of health care prices and utibzation on the assumption that such 
a reform would not change federal responsibilities. 

Constraining cost and utilization growth wouid yield major savings. The 
government would save $296 billion cumulatively from 1992 to 1997 
(compared with estimates derived from CEO projections) if utilization 
rates did not rise and if heakh care prices did not increase faster than 
prices in the rest of the economy. Lesser, but still substantiai, savings 
would flow from achieving more realistic goals. Constraining the utiliza- 
tion growth rate to 1 percent and health price infiation to 2 percentage 
points above the general infiation rate would save $161 biilion. 

Terminatingor 
ReducingGrant 

Another approach to reducing nondefense spending involves the termi- 
nation or reduction of certain grant programs. This section discusses the 
savings possible by reducing federal grants to state and local 
governments. 

Federal Grant Programs Under the first approach, we identified 29 federal grant programs that 
could be termmated or scaled back for a savings of $7.3 billion in 1997 
(or a total savings of $26.6 billion between 1991 and 1997). Table III.1 
identifies these programs and, based on estimated 1996 spending levels, 
projects their expenditures through 1997 using cno-pro&ted growth 
rates. It also shows the total savings poesible for each year. Additional 
details for each program-such as budget function codes, legisiative 
authorizations, and agency contacts-are provided in the Catalog of 
Federal Domestic Assistance (CFM) prepared by the General Services 
Administration. 

The 29 programs were selected on the grounds that some regard them as 
ineffective or as having outlived their original purposes. The larger pro- 
grams were identified earlier by cno in its budget options report. The 
others are smaller programs that may alao meet many of the criteria cno 
used in identifying its candidates for reduction or termhtion. These 
programs fall into five fi.mctionaI areas: energy assistance and conserva- 
tion, community development, area and regional development, educa- 
tion, and health and social services. 
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Tabie 111.1: Omnt Progmmr That Could Be Tefmhutd crMduced 
Dollars in millions 

t 7% Pmiected l xDanditure# 
tu n cede CFDA code Prognm 1990 1891 1992 1983 1984 l@@s 1996 1997 
270 81.041 State Energy Conservation $9 $9 $8 $6 $5 $3 $2 $0 
270 81.050 Enerav Extension Service 4 4 3 3 2 1 1 0 
272 81.052 

451 14.218 

Ener y Conservation for 
Scbols and Hospitals 

Community Development: 
Entitlements 

37 37 31 25 18 12 6 0 

1,972 1,972 1,808 1,644 1,479 1,315 1,151 986 
451 14.227 Community Development: 

Discretionarv 25 25 21 17 13 8 4 0 
451 14.228 

452 23.002 

Community Development: 
Small Cities 

Ap iachian Supplemental 
$ rants 

809 809 741 674 607 539 472 404 

a I a . I a . a 

452 23.003 

452 23.004 

Appalachian Regional 
Highways 100 100 83 67 50 33 17 0 

Appalachian Health Programs 1 1 1 1 0 0 0 0 
452 23.005 

452 23.008 

Appalachian Housing Projects . a a 1 * . . . 

Af$alala~;an Regional Projects 
2 2 2 2 1 1 0 0 

452 23.009 

452 23.011 

Ap r fachian Local 
evefopment 

AP ii?= hian Regional 
veiopment: Research 

3 3 3 2 2 1 1 0 

1 1 1 1 1 0 0 0 
452 23.012 AP e”s” hian Vocational 

ducation Facilities 6 6 5 4 3 2 1 0 
452 23.013 

501 84.040 

Ap Is? achian Child 
vefcpment 

Federal Impact Aid: 
Construction 

a . . . . a a I 

15 15 13 10 8 5 3 0 
501 84.041 Federal Impact Aid: 

Maintenance and 
Operations 717 717 646 574 502 430 359 287 

501 84.048 Vocational Education: Basic 
State Grants 844 844 784 723 663 602 542 481 

501 84.049 

501 84.053 

501 84.123 
501 64.151 

Vocational Education: 
Consumer and 
Homemaking 34 34 29 23 17 11 6 0 

Vocational Education: State 
Councils 8 8 7 5 4 3 1 0 

Law-Related Education 5 5 4 3 2 2 1 0 
State Education Block Grant 

(chapter 2) 521 521 434 347 260 174 87 0 
501 84.164 Mattaant Science Education 

133 133 111 89 66 44 22 0 
(continued) 
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hl8ctod xo8ndnunr 
code CFDAcode Prognm 1990 1991 1892 Id 1994 1996 1996 1997 

501 64.2Q3 Star Schools Program 15 15 12 10 7 5 2 0 
506 13.792 Ccgrr-tity Services Block 

323 323 269 215 162 108 54 0 
506 13.793 Community Sevices Block 

&&Dlscretlonary Award 38 38 32 25 19 13 6 0 
550 13.150 

609 13.789 

999 81.042 

Me&$h Services for the 
28 28 23 19 14 9 5 0 

Lokybme Energy 
1,393 1,393 1,161 929 697 464 232 0 

Waatherization Aid for Low 
Income Persons 162 162 135 108 81 54 27 0 

Estimated 
CBO Mine 

ii%iXd%O 
Mine 

$7,217 $7,505 $7,806 $8,118 W43 $8,780 $9,131 $9,497 

30 $300 $1.441 $2.594 $3.760 $4.939 a.131 $7.338 

Yeas than S25,ooO. 

Some would argue that the five em&y programs listed have outlived 
their original purposes and should be terminated. Created in the late 
19709, they were designed to help states mitigate rising energy costs 
caused by the energy crisis of the mid-1970s. But despite the recent 
events in the Middle East, the real costs of energy have returned to the 
level of the early 19709, before these programs were created. This sug- 
gests that the programs’ original purpose no longer exists. 

The entitlement and small cities community development block grant 
programs could be reduced by restricting eligibility and targeting bene- 
fits to projects that benefit the poor. In addition, the discretionary fund 
of the Secretary of Housing and Urban Development could be termi- 
nated, as requested by the administration in its foal year 1991 budget 
request. 

The Community Development Block Grant program directly assists all 
cities and counties with populations over 60,000 and indirectly assists 
communities under 60,000 through state programs (which typically use 
competitive grants). Given the need to reduce the deficit, it is not clear 
that the national interest is send by supporting jurisdictions with 
above-average abilities to fund projects themselves. Accordingly, eligi- 
bility could be restricted to only communities with per capita incomes 
below the national average, thus reducing the adverse effects of the 

-- 



funding cuts on the most vulnerable populations. Requiring these juris- 
dictions to use the funds only for projects benefiting the poor would 
lessen the practice of using federal funds to attract businesses from 
other jurisdictions (thereby subsidizii the private sector). 

Area and Regional Development These nine programs and their administering agency, the Appalachian 
Regional Commission, could be eliminated. Many believe that they have 
outlived their usefulness and are no longer of sufficient size to have a 
substantive impact on their targeted goals-the amelioration of poverty 
and increasing economic development in Appalachia. 

In the 30 years since these programs were created, other national pro 
grams have been developed to promote these goals. Today, these newer 
programs are the primary service delivery vehicles in Appalachia. For 
example, in addition to the Appalachian Regional Commission’s Local 
Development Districts are Regional Councils of Government and the 
Economic Development Administration’s Economic Development Dis- 
tricts. Most of the funding for these districts comes from local or public 
sector sources; therefore, the need for continued federal support is 

l unclear. The largest of the 10 programs, the Highway System, could be 
funded by redirecting funds from the Highway Trust Fund. Further, 
why Appalachian highways should be treated differently from other 
regions of the country is unclear. 

JMucatlon Aid Seven of the nine programs generally do not target disadvantaged or at- 
risk populations and could be terminated. Some would argue that even if 
these programs are seen as worthwhile, states should support them with 
their own funds because education is primarily a state and local respon- 
sibility. The other two programs- Vocational Education Basic Grants to 
States and Impact Aid-are not well targeted to disadvantaged persons, 
which is often cited as a general criterion for the federal role in pro- 
viding education aid. They could be scaled back to the extent their aid is 
not targeted. 

Vocational Education Basic Grants are partly targeted to at-risk popula- 
tions, but about 43 percent of total funding is for general education sup 
port.‘The program funding could be reduced by this amount. The 
impact Aid program for maintenance and operations is divided into two 
s&components-payments for children whose parents live and work on 
federal property and payments for children whose parents h=or work - 

‘This- undetamfnsd~rsaresultoftherecentlyenactedvoca- 
tbnal edllcath n;Law 101-392, signed septmhr 27, IQW. 
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on federal property. About 80 percent of Impact Aid is equivalent to 
payments in lieu of taxes for children who live on locally tax-exempt 
federal property. However, these payments are made without regard to 
the wealth of the school districts relative to the state. In some cases, the 
federal installations benefit surrounding communities. In others, they 
create economic hardships on surrounding communities. Benefits could 
be targeted only to districts adversely affected by federal installations, 
thereby allowing program funding to be substantially reduced. The 
second part of the program, which comprises about 20 percent of total 
funding, provides school districts with funding for children who live in 
homes on local property but whose parents work at federal installations. 
There is no clear rationale for federal funding of this program compo- 
nent, and it could be eliminated. 

Three programs could be eliminated. First, funds for mental health ser- 
vices for the homeless are distributed nationwide in amounts sometimes 
spread so wide that the overall impact is unmeasurable. For example, 
the Massachusetts fiscal year 1989 allotment allowed the hiring of 19 
caseworkers for the entire state, and some counties in California receive 
annual a.llocations of about $2,009. Also, the rationale for continued 
funding of the Communi~ Services Block Grant and its companion dis- 
cretionary grant appears to be weak. Community action agencies have 
been around for 26 years and have diversified their revenue sources to 
the point where this block grant comprises about 13 percent of total 
funding, mainly for overhead coats. Losing these funds should not result 
in widespread program closures. Presumably, if these programs cannot 
sumive after 26 years of support and if local communities and states 
will not try to assist those that would fail absent federal support, their 
usefulness is open to serious question. 

Creating Six Mega-Block Under the second approach, we classified about 409 state and local 

GI-8IltS grant programs, totaling $47.2 billion in fiscal year 1990, into six “mega- 
block” grants. Reducing or terminating these grant programs could gen- 
erate annual savings of up to $64.6 billion by 1997. We premised this 
approach on the following three factors: 

. Because federal aid to poor people is a higher national priority than 
other kinds of intergovernmental aid, income security should remain a 
shared federal-state responsibility. Therefore, these types of pro- 
grams-as defined by Gramm-Rudman-Hollings-were excluded from 
the mega-block proposal. 
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. States as a whole have become more capable of responding to public 
service demands and initiating innovation and should be the primary 
vehicle for making domestic policy and administering programs. 

l Federal mandates on state and local governments have increased during 
a period of dechning federal aid, and any restructuring should provide 
them maximum flexibility to pursue national objectives. 

In addition, we excluded trust funds from the mega-block proposals 
because the focus of deficit reduction in our report is on the budget’s 
general fund. 

The six mega-blocks, the number of programs consolidated, and their 
1000 fundinglevels are shown in table III.2. 

Dollars in billiis 

-gnnt 
Social and health services 
Environment 
Transoortatbn 

Numbu of Eatimatod 1990 
-gnnk mw 

136 $22.3 
64 3.6 
11 2.7 

Employment and training 11 3.2 
Economic development 25 4.1 
Education 136 11.3 
Tad 204 $47.2 

Using CRO’S estimated growth rates for the programs covered by the six 
mega-block grants, we developed annual outlay estimates for 1092-97. 
Table III.3 provides the growth rates, and table III.4 shows the approxi- 
mate CBO baselim spending levels for each year. These spending levels 
are the basis for the savings cakulations shown in tables III.6 through 
III.10. 



6ocial and health services 6.6 5.8 5.8 6.9 5.5 5.5 5.5 5.9 
Environmsnt 5.8 5.6 5.3 0 5.0 5.0 5.0 4.5 
Tmnspwtation 3.1 3.0 6.0 2.8 5.6 5.6 5.6 4.5 
Empbyment and training 2.4 2.4 2.3 4.5 4.4 4.4 4.4 3.6 
Ecmamk devebpment 0 0 0 0 0 0 0 0 
EdUtWii 2.4 2.4 2.3 4.5 4.4 4.4 4.4 3.6 

source: CEO. 

TOW -w- 1990 1991 law 1983 1884 189s 1996 1997 199247 
6ooid and health swvices 922.3 923.7 925.1 926.6 926.4 829.9 931.6 933.3 $174.9 
Envimriment 3.6 3.8 4.1 4.3 4.3 4.5 4.7 4.9 29.8 
TmtmporWion 2.7 2.7 2.8 3.0 3.1 3.3 3.4 3.6 19.2 
Empbyment and training 3.2 3.3 3.4 3.5 3.6 3.8 3.9 4.1 22.3 
Econcmicdevdornnent 4.1 4.1 4.1 4.1 4.1 4.1 4.1 4.1 24.8 

11.3 11.5 11.8 12.1 12.6 13.2 13.8 14.4 77.9 

$47.2 949.3 $613 993.8 $99.1 999.9 991.8 994.8 9349.9 

We identified three outlay reduction scenarios that could be achieved by 
1997 for the six mega-block grants. They involve (1) reducing estimated 
1001 outlays by 10 percent, (2) reducing estimated 1001 outlays by 
60 percent, or (3) phasing out funding for these programs. 

The projected growth rates indicate 1007 outlays of about $64.6 billion 
for the six block grants. Tables III.5 and III.6 demonstrate a lo-percent 
reduction ($4.9 billion) from the 1001 funding level, to be phased in by 
1007, which would yield savings of about $20 billion in 1997 (projected 
baseline outlays of $64.6 billion less $44.4 billion). Tables III.7 and 111.8, 
using the same methodology, show that a W-percent reduction would 
generate savings of about $46 billion. Phasing out these grants, as illus- 
trated in tables III.0 and III.10, would allow savings of $64.6 billion by 
1007. 



Tsbls 111.1: tint Outlsvs Attar lbPwwnt Cut 
Dollars in billions 

1999 1991 1992 1993 1994 1991 5 1999 1997 
$22.3 $23.7 $23.3 $22.9 $22.5 $22.1 $21.7 $21.3 Social and health services 

3.6 3.6 3.1 

Dollars in billions 

-gnnt 

Social and health services 
Environment 
Transportation 
Employment and training 
Economic development 
Education 
Totll 

TotA 
1991 1992 1993 1994 1999 19% 1997 uvlng8 
90.4 $1.8 $33.6 $5.8 $7.8 $9.8 $12.0 949.9 

0.1 0.3 0.6 0.6 0.9 1.2 1.5 5.0 
0 0.1 0.3 0.5 0.7 0.9 1.2 3.7 

0.1 0.1 0.3 0.5 0.7 0.9 1.1 3.6 
0.1 0.1 0.1 0.2 0.3 0.3 0.4 1.4 
0.2 0.5 0.9 1.7 2.4 3.2 4.0 12.7 

90.8 $2.9 99.9 $9.3 $12.9 $16.4 $20.2 997.4 

ThbbIll.T:amntoumy8Aftwstl+uGmcut 
Dollars in billions 

Block gnnt 

Social and health services 
Environment 
Transportation 
Employment and training 
Economic development 
Education 

TOW 

1999 1991 1993 1993 19% 1995 19% 1907 
$22.3 $23.7 $21.7 $19.8 $17.8 $15.8 $13.8 $11.9 

3.6 3.8 3.5 3.2 2.9 2.6 2.2 1.9 
2.7 2.7 2.5 2.3 2.1 1.8 1.6 1.4 
3.2 3.3 3.0 2.8 2.5 2.2 1.9 1.7 
4.1 4.1 3.8 3.4 3.1 2.8 2.4 2.1 

11.3 11.5 10.6 8.7 6.7 5.8 
$47.2 949.3 Us.2 $27.0 $28.7 $24.6 
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T8M8III.&Annu8l&vlng8Fromc#len89n8A~59-~cut 
Dokrs in bitliis 

9lo8k gent 
Social and health services 

Tow 
1991 1992 1992 1994 199s 1995 1997 WIngI 
32.0 93.4 96.8 $10.6 $14.1 $17.8 $21.5 $74.1 

Education 1 .o 1.2 2.5 4.0 5.5 7.0 8.6 20.9 
T8hl 94.1 99.1 912.4 919.2 $21.9 932.6 999.9 $136.4 

T&bl&$Qrmt~Afbf100krc(mlCUt 
DoU8rs in billions 

-gnnt 1999 1991 1992 1993 1994 1995 1995 1997 
Socii and health services 922.3 923.7 $19.8 $15.8 $11.9 $7.9 $4.0 $0 
Environment 3.6 3.8 3.2 2.6 1.9 1.3 0.6 0 

luoI#.1QAnrMl&vkrglrromC#)B8De9noA~l~cut 
Dollars in billiis 

Tota 
-0rolt 1991 1992 1992 1994 1995 1995 1997 mvlnga 
Socii and health services 34.0 95.3 $10.7 $16.5 322.0 927.6 $33.3 $115.9 
Environment 0.6 0.9 1.7 2.4 3.2 4.1 4.9 17.1 
Transocrtation 0.5 0.5 1.2 1.7 2.3 3.0 3.6 12.3 
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Tables III. 11 through III.16 list the 384 programs included in the six 
block grants as well as 1990 funding levels for the larger grant pro- 
grams. Within each block grant, programs are organized by budget func- 
tion codes. The five-digit reference number to the left of each program is 
the same one used by the CFM, which also provides additional details on 
the!seprograms. 

OAO/OCGBWAThc Bmdget Dendt 

-- 



Dollars in miltions 

Thirteen of the laraer procrams totalina $13.4 billii I . - 

506 13.699 l-leadstart Programs: Program Grants $1.366 
506 13.646 Child WMare &ces: State Grants 253 
506 13.666 Foster Care: Title IV-E 1,200 
506 13.667 So&l Services Bkck Grant 2,762 
506 13.766 State Legalizatii impact Assistance 301 
506 13.792 Community Services Beck Grant 323 
609 13.781 Job Dpportunitii and Basic Skills Training 443 
609 13.763 Child Swoort Enfcrcement 1,969 . . 
609 13.769 Low-Income Home Energy Assistance Program 1,393 
550 13.992 Alcohol, Drug Abuse, and Mental lie&h Services 1,133 
550 13.994 Maternal and Child Health Servkxs 471 
453 
506 

461 

453 

500 

506 

63.516 DisaBter A8sistance 
64.126 Rehabilitation services: Basic support 
Remaining 125 programs toWing 96.9 billii 

Community Development 
14.231 Emeqency Shelter 
14.510 Sq@emental Assistance for Facilities to Assist ths Hcmebas 

Disaster Refief and Insurance 
63.505 State Disaster Preparedness Grants 

Education, Training, Emplcyment and Social Servii-General 
13.636 Special Prcgmms for the Aging: Nutrition Sewices 

sociisewices 
136txl HeadstartProgmm 
136cm Child Wfere Reeear& and Demonstration 
13.612 Native Amekans Rogmms: Fll AssMance 
13.614 chiiDetabmnt-te-i 

1,196 
1,525 

13.623 Runaway and llombs butti 
13.630 Devefcpment Disabikties: Basic Support and Advoceq Grant 
13.631 DevebDmental~:~Froiects 
13.633 SpeciaiProgramrforthe~ __ :SUWOdVO- 
13.641 fcrthaAcinc:In-HcmeSawicesforFrailDfdarIndMuals 
13.647 social sewices Rmewch and Demon8tratll 
13.662 Adoption Cbmrtunities 
13.666 Tempowy &Id Care and Crisis Nurseries 
13.667 Drug Abuse Preventk~ and Education for Runaway and Hcimebw Youth 

(continued) 



bdmet 

CFDA code Program 
13.659 Adoption Assistance 

Estimated fiscal year 
1990 funding 

13.660 
13.666 
13.668 

13.669 

13.670 

13.671 
13.672 
13.673 
13.674 
13.793 
13.795 

13.796 
13.797 

14.169 
72.001 
72.002 
72.005 
72.008 

Drug Abuse Prevention and Education Relating to Youth Gangs 
Comprehensive Child Development Centers 
Special Programs for the Aging: Training, Research and Discretionary Projects 
and Programs 
Administration for Children, Youth and Families: Child Abuse and Neglect: State 
Grants 
Administration for Children, Youth and Families: Child Abuse and Neglect: 
Discretionary Activities 
Familv Violence Prevention and Services 
Child Abuse Challenge Grants 
Planning and Development of Dependent Care Programs 
Independent Living 
Community Services: Discretionary Awards 
Community Services Block Grant Discretiinarv Awards-Communitv Food and 
Nutrition - 

. 

Emergency Community Services for the Homeless 
Community Services Block Grant Discretionarv Awards-Demonstration 
Partnership 
Housing Counseling Assistance Program 
Foster Grandparent Program 
Retired Senior Volunteer Program 
Service-Learning Programs 
Senior Companion Prodram 

72.010 Mini-Grant Program 
72.011 State Cffice of Voluntarism 
72.012 Volunteer Demonstration Program 
72.013 Technical Assistance Prooram (ACTION) 
72.014 
64.126 
84.129 

- . 
Drug Alliance 
Rehabilitation Services: Service Projects 
Rehabilitatfon Trainina 

64.132 Centers for Independent Living 
84.133 National Institute on Disability and Rehabilitation Research 
84.160 Training Interpreters for Deaf Individuals 
84.161 Client Assistance for Handii Individuals 

550 

84.169 
84.177 

84.187 

13.111 

. . 
Comprehensive Services for Independent Living 
Rehabilitation Services and Facilities: Independent Living Services for Older 
Blind Individuals 
Supported Employment Services for Individuals With Severe Handicaps 
Health 
Adole%ent Family Life Research 

(contmued) 
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. -law -- 

CFMcodo Progmm 
13.116 Tuberculosis Control 

Estimated fiscal ywr 
‘~f-ml 

13.116 Acquired lmmunodeficiency Syndrome (AIDS) Activity 
13.120 Mental Heafth Services for Cuban Entrants 
13.125 Mental Health Planning and Demcnstration Projects 
13.133 Heafth Services Detii to AlDS Victims: Demonstration Grants 
13.136 

13.137 

Applied Methods in Surveillance and State and Community-Based Injury Control 
Projects 
Minor@ Community Health Coalition Demonstration 

13.136 Protection and Advocacy for Mentally Ill Individuals 
13.144 Drug and Akxhol Abuse: High-Risk Youth 
13.146 AIDS Education and Training Centers 
13.150 Mental Health Sefvioes for the Homeless 
13.152 C$mmn 

7 
tiwDratffn Grant Projects for Alcohol and Drug Abuse of 

13.163 Pediatric AtDS Health Care Demonstration Program 
13.166 Rural He&h Policy/Research Centers 
13.156 State Ccmphensive Mental Health Service Planning Develcpment 
13.159 HealthCareServk%sintheHcme 
13.167 Research Facilitii Improvement (AIDS) 
13.166 Human ImmuwMkMcy Virus Services Planning 
13.169 E-Pr&c&~)+egfnant and Postpartum Mmen and Their Infants 

13.170 Community Youth Activity Demonstration 
13.171 Community Youth Activity 
13.174 Confererw Grant (Subatanca Abuse) 
13.175 Drwa Abuse Treatment Waiting List Reduction 
13.217 Family Pfanniog Sawices 
13.224 Community kbaith Cenfers 
13.226 Health Sewkxm Research and Develooment 

Mentall-kdtflRea 
13.244 Mental Health: Clink cr Serb&Related Traininc 
13.246 M&ant Health Centers Grants 
13.260 Family Planning Personnel Training 
13.262 Ckoupatii !Lfety and Health: Research 
13.263 Occupational Safety and Health: Training 
13.266 Childhood Immunization 
13.273 Alcohol Resaarch Progams 
13.279 Drug Abuse Resaarch Programs 
13.263 Centers for Disease Control-lnvestigotions and Technical Asaistanw 
13.296 Nurse Practitioner and Nurse Midwiie Education and Trainaaships 

(continued) 



-m 
Twohuegie8falbdudug 
N-B 

f%zn 
COdM CFDAcoda Program 

13.756 Health Financing Research, Demonstrations, and Evaluations 
13.777 Survey and Certification of Health Care Providers and Suppliers 
13.864 Population Research 
13.865 Research for Mothers and Children 

Eatimrtod Hacal you 
1-W 

13.866 Aging Research 
13.886 Physician Assistant Training Program 
13.891 Alcohol Research Center Grants 
13.965 Coal Miners Respiratory Impairment Treatment Clinics and Services 
13.974 Family Planning: Services Delivery improvement Research 
13.977 Preventive Health Services: Sexually Transmitted Diseases Control 
13.978 Sexually Transmitted Diseases: Research, Demonstration, and Public 

Information and Education 
13.982 Mental Health Disaster Assistance and Emergency Mental Health 
13.907 Health Programs for Refugees 
13.988 State-Based Diabetes Control Programs 
13.991 Preventive Health and Health Services 
13.995 Adolescent Family Life Demonstration Projects 

551 
13.127 
13.129 
13.130 

Health Care Services 
Emergency Medical Services for Children 
Community Health Centers Technical and Nonfinancial Assistance 
Primary Care Se&es: Planning and Development 

605 

609 

999 

13.146 
13.151 
13.165 

83523 

13.782 
13.784 
13.787 

81.042 
63.503 
83.504 
03.512 
83.513 
83.514 
83.515 
83.519 

AIDS Drug Reimbursements 
Health Services to the Hometess 
Grants for State Loan Repayment 
Food and Nutrition Assistance 
Federal Emergency Management Food and Shelter Program 
Other Income Security 
Assistance Payments: Research 
Chikl Support Enforcement: Research 
Refugee and Entrant Assistance: State-Administered Programs 
Multiple Functions 
Vbathedzation Assistance for Low-Income Persons 
Civil Defense: State and Local Emergency Management Assistance 
Other State and Local Direction, Control, and Warning 
State and Local Emergency Operating Centers 
State and Local Warning and Communication Systems 
Population Protection Planning 
Emergency Broadoast System Guidance and Assistance 
Hazard Mitiitii Assistance 

83.820 Hurricane Preparedness 
(continued) 
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-code kaenm 
83.521 Eadhauake Hazards Reduction 
a.522 WiDefeMe 



Table 111.12: (14 Programr Included in the Wvkonment ProtMknBkkGmnt 
Dollars in millions 

Ed= code CFDA code Program 
Five of the larger programs totaling $1.3 billion 

452 10.418 Water and Waste Disposal Systems for Rural Communities 
301 10.904 Watershed Protection and Flood Prevention 
554 17.500 Occupational Safety and Health 
304 66.418 Construction Grants for Waste Water Treatment Works 
304 66.801 Hazardous Waste Management State Program Support 

Remaining 59 programs totaling $2.3 billion 
270 Energy 

81.041 State Energy Conservation 
81.050 Energy Extension Service 

271 Energy Supply 
81.065 Nuclear Waste Disposal Siting 
81.079 Biofuels and Municipal Waste Technology and Regional Programs 
81.086 Conservation Research and Development 
81.087 Renewable Energy Research and Development 
81.089 Fossil Energy Research and Development 
81.092 Remedial Action and Waste Technology 
81.096 Innovative Clean Coal Technology 

272 Energy Conservation 
81.052 Energy Conservatiin Projects for Schools and Hospitals 

276 Energy Information and Regulation 
77.003 Enhance Technology Transfer and Dissemination of Nuclear Energy Process 

and Safety Information 
301 Water Resources 

15.503 Small Reclamation Projects 
302 Conservation and Land Management 

10.652 Forestry Research 
10.664 Cooperative Forestry Assistance 
10.901 Resource Conservation and Development 
11.419 Coastal Zone Management Program Administration 
15.219 Wildlife Habitat Management Technical Assistance 
15.221 Cooperative Agreements for Research in Public Lands Management 
15.250 Regulation of Surface Coal Mining and Surface Effects of Underground Coal 

Mintng 
15.252 Abandoned Mine Land Reclamation 

303 Recreational Resources 
15600 Anadromous Fish Conservation 
15.611 Wildlife Restoration 

Eatlmrted flacd your 
1980 funding 

92 
60 

766 
68 

(continued) 
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. 
Neadefcmse~ 

cede CFDAcodo Progmm 
15.612 Endangered Species Conservation 
15.904 Historic Preservation Fund 

Edmated fbcd year 
1WOfUftdhQ 

304 
15.916 

13.161 

Outdoor Recreation: Acquisition, Development, and Planning 
Pollution Control and Abatement 
Health Program for Toxic Substances and Disease Registry 

66.001 Air Pollution Control Program Support 
66.419 Wter Pollution Control: State and Interstate Program Support 
66.432 State Public Wter System Supervision 
66.433 State Underground Water Source Protection 
66.435 Wter Pollution Controi: Lake Restoration 
66.436 Conrtructii Management Assistance 
66.454 Wter Qualltv Manaaement Planning 
66.455 

66.456 
66.456 
66.459 

Constructii Grants for Abatement of Combined Sewer Overflow Pollutii in 
Marine Bavs and E 

66.700 
66.702 
66.794 
66.604 

11.406 
11.407 
11.417 
11.420 
11.426 
11.426 
11.429 
11.430 
11.431 
15.306 

10.475 
17.6cKI 

66.501 
66.562 
66.504 
66.505 
66.506 
66.507 

Natii Estuary Program 
Capitalization Grants for State Revolving Funds 
Nonooint Source Reservation 
Pestiiides Enforcement Program 
Asbestos School Hazards Abatement 
Pesticii Certifiitii Program 
State Underground Storage Tanks Program 
Other Natural Reeources 
Anadromous and Great Lakes Fisheries Conservation 
Interjurisdictional Fiaheries Act of 1966 
Sea Grant Support 
Coastal Zone Management Estuarine Research Reserves 
Financial Assistance for Marine Pollution Research 
Intergovernmental Climate Programs 
Marlne sanctuary Pro$mm 
lJld8KUHM 
Climate and Atmoepheric Research 
Mining and Mineral Resources and Research Institutes 
Consumer and Occupatii Health and Safety 
intrastate Meat and Pouttry Inspection 
Mine Health and Safety 
Multiple Functions 
Air Pollution Control Research 
Pesticidea Control Research 
Solll Waste Dieposal: Research 
Wter Pollution Control: Research, Development, and Demonstration 
Safe Drinking Wter Research and Demonstration 
Toxic Substances Research 

xl6 

554 

999 



T&l8 111.13: 11 Pragrama Includd In the Tfan~ Block Qrant 
Dollars in billions 

ccdo CFDAccd8 Plog- 
401 2Mo7 Urban Mass Transportation Capital and Operating Assistance 

Remaining 10 programs totaling $0.9 billion 
401 Ground Transportation 

20.303 Railroad Safety-State Participation 
20.308 Local Rail Service Assistance 
20.500 Urban Mass Transportation: Capital Improvement Grants 
20.503 Urban Mass Transportation: Managerial Training 
20.505 Urban Mass Transportation: Technical Studies 
20.509 Public Transportation for Nonurbanized Areas 
20.511 Urban Mass Transportation: Human Resource Program 
20.512 Urban Mass Transportation: Technical Assistance 
20.600 Highway Safety: Basic Grants 

407 Other Transportatiin 
20.700 Gas Pipeline Safety 

Eatlmatod fiacd yaw 
1-tundkro 

$1.8 

Tab!. III.14 11 Program8 lncludod h the abn~b~~t UnlTmhlngWodramnt 



Tobla 111.15: 25 Pqjmma Included In tiu bonomk Dovdopment Block Grant 
Dottars in millions 

ccda CFMcodo Program 
Two of the larger programs totaling $2.8 billion 
14.218 Community Development: Entitlement 
14.228 Community Development: States’ Program 
Remaining 23 programs totaling $1.3 billion 

Communitv Develooment 

Estimated fhcrl yorr 
1990 funding 

$1,972 
808 

14.174 
14.227 

Housing Development Grants 
Secretary’s Discretionary Fund: Community Development and Technical 
Assistance 

14.230 Rental Housing Rehabilitation 
14232 &mguQnity Development Block Grant: Secretary’s Discretionary Fund: Special 

452 

14.234 
14.506 

10.424 

Community Development Work-Study Program 
General Research and Technology Activity (Housing and Urban Development) 
Area and Regional Development 
Industrial Development 

11.3fM Economic Development: Grants for Public Works and Development Facilities 
11.302 Economic Development: Support for Planning Organizations 
11.303 Economic Develogment: Technical Assistance 
11.304 Economic Development: Pubtic Works Impact Projects 
11.30!5 Economic Devebpment: State and Local Economic Development Planning 
11.307 Speciat Economic Development and Adiustment Assistance 
23.002 Appalachii Supplemental Grants (Community Development) 
23.003 Appalachii Regional Development: Highway System 
23.004 AppaWM Health Programs 
23.005 AoPelachii Housing Protects 
23.008 Appalaohii Regii Projects: Local Access Roads 

’ 23.009 Appabohii Locat Development: District Assistance 
23.010 Appabchian Mine Area Restoration 
23.011 

23.012 
23.013 

Appabchian R 
7 

bnaf Development: State Research, Technical Assistance, and 
Demonstratkxi rejects 
Appalachian Vocational and Other Education Facilities and Operations 
Appalaohiin Child DevelocNllent 

P8ge 61 GAO@CG6MA ‘he Be-t Defldt 



T&la IILl& 135 Pragmm8 Inch&ad in the Mwatlon Wok Grant 
Dollars in millions 

cods CPDAcodo Prognm 
Estimated flaoal yorr 

1990 fundlng 

501 
501 
501 
501 
501 
501 

501 

Six of the larger programs totaling $8.5 billion 
84.009 Education of Handicapped Children in State Operated or Supported Schools 
84.010 Educationally Deprived Children: Local Educational Agencies 
84.027 Handicapped: State Grants 
84.041 School Assistance in Federally-Affected Areas: Maintenance and Operations 
84.048 Vocational Education: Basic Grants to States 
84.151 State Education Chapter 2 Block Grants 
Remaining 129 programs totaling $2.8 billion 

Elementary, Secondary, and Vocational Education 
84.002 Adult Education: State Administered Programs 
84.003 Bilingual Education 
84.004 Civil Rights Technical Assistance and Training 
84.011 Miant Education: Basic State Formula Grant Program 
84.012 Educationally Deprived Children: State Administration 
84.013 Neglected and Delinquent Children 
84.014 Follow Through 
84.023 Handii: Innovation and Development 
84.024 Hendicapped: Early Childhood Education 
84.025 Handii Education-Deaf-Blind Centers 
84.028 Handicapped Media Serviis and Captioned Films 
84.028 HaMcapped: RegionaJ Resource and Federal Centers 
84.029 v Education-Special Education Personnel Development 
84.030 Clearinghouses for the Ha&capped 
84.040 School Assistance in Federaffy-Affected Areas: Construction 
84.048 Vocatiial Education: Consumer and Homemaking Education 
84.051 National Vbcational Education Research 
84.053 Vocational Education: State Councils 
84.080 Indian Educatii: Local Educational Agencies and Tribal Schools 
84.081 Indian Education: Special Programs and Projects 
84.082 lndii Education: Adult Indll Education 
84.072 Indian Education: Grants to Indian Controlled Schools 
84.073 National Diision Program (National Diffusion Network) 
84.077 Bilingual Vocational Training 
84.083 Women’s Educational Equity 
84.088 Handicapped Education-Severely Handicapped Program 
84.099 Bilingual Vocational Instructor Training 
84.100 Bilingual Vocational Materiils, Methods, Techniques 

$148 
4,785 
1,543 

717 
844 
521 

(continued) 
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hi!k!ti~ coda CFDA code Progmm 
84.122 Secretary’s Discretionary Program 
84.123 Law Related Education 

Estfmated fircal year 
1990 funding 

84.144 Migrant Education: Interstate and Intrastate Coordination Program 
84.146 Transition Program for Refugee Children 
84.155 Removal of Architectural Barriers to the Handicapped 
84.158 Secondary Education and Transitional Services for Handicapped Youth 
84.159 Handicapped: Special Studies 
84.162 EmerQenCy immigrant Education Assistance 
84.164 
64.165 
84.168 

Math and Science Education 
Magnet Schoots Assistance 
National Programs for Strengthening Teaching and Administration in 
Mathematics and Science 

84.173 Handicapped: Preschool Grants 
84.174 Vocational Education: Community-Based Organizations 
84.178 Leadership in Educational Administration Development 
84.189 Technology, Educational Media and Materials for the Handicapped 
84.181 Handicapped Infants and Toddlers 
84.184 National Proarams for Drw-Free Schools and Communities 
84.186 Drug-Free Schools and Communities: State Grants 
64.188 Drug-Free Schools and Communities: Regional Centers 
84.192 Adult Education for the Homeless 
84.193 Demonstration Centers for Retraining Dislocated Workers 
84.194 Bilingual Education Support Services 
84.195 Bilingual Education Training 
84.196 State Activities: Education of Homeless Children and Youth 
64.198 Workplace Literacy Partnership 
84.189 Vocatiial Education Cooperative Demonstration 
84.291 School Dropout Demonstration Assistance 
84.204 School, Coffeqae, and University Partnership 
84.206 Jacob K. Javits Gifted and Talented Students 
84.211 First Schools and Teachers 
84.212 First Family School Partnerships 
84.213 Even Start-Local Education 
84.214 Even Start-Migrant Education 
84.215 Innovation in Education: Secretary’s Fund 
84.216 Private School-Capital Expenses 
84.218 State Improvement 
84.222 National School Volunteer Program 
84.223 State-Administered English Literacy 
84.224 State Grants for Technology-Related Assistance to Individuals With Disabilities 

(continued) 
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ccda CFDAcodo 

64.017 

Prognm 
Higher Education 
lnternatii Research and Studies 

64.021 Fulbright-Hays Training Grants: Group Projects Abroad 
64.044 Talent Search 
64647 Upward Bound 
64.066 Educational Opportunity Centers 
64.069 Grants to States for State Student Incentives 
64.176 Paul Dougtas T-her Scholarshiis 
64.165 Robert C. Byrd Honors Schotarships 

503 
64.203 

45.001 

Star Schoots Program 
Research and General Education Aids 
Promotion of the Arts: Desiin Arts 

45.602 Promotion of the Arts: Dance 
45.003 Promotii of the Arts: Arts in Education 
45.004 Promotion of the Arts: Literature 
45.605 Promotion of the Arts: Music 
45.006 Promotion of the Arts: Media Arts: Film/Radii/Tetevision 
45.607 Promotion of the Arts: States Program 
45.606 Promotion of the Arts: Theater 

Promotion of the Arts: Visual Arts 
45.010 Promotion of the Arts: Expansion Arts 
45.011 Promotion of the Arts: Inter-Arts 
45.012 Promotion of the Arts: Museums 
45.013 Promotion of the Arts: Chatlengs Grants 
45.014 Promotion of the Arts: Opera-Musical Theater 
45.015 Promotion of the Arts: Folk Arts 
45.021 Promotion of the Arts: Arts Administration Fellows Program 
45.022 Promotii of the Arts: Advancement Grants 
45.023 Promotii of the Arts: Locats Program 
45.104 Promotion of the Humanities: Humanities Projects in Media 
45.113 Promotion of the Humenitiis: Public Humanitii Projects 
45.115 
45.116 
45.121 
45.122 
45.124 
45.125 

45.127 

45.129 

- Promottt of the Humanitii: Younger Scholars 
Promotion of the Humanitiis: Summer Seminars for CoHege Taeohers 
Promotion of the Humanitii: Summer Stipends 
Promotion of the Humanities: Centers for Advanced Study 
Promotion of the Humanitiis: Reference Materials/Access 
Promotion of the Humanities: Humanities Projects in Museums and Historical 
Organizations 
Promotion of the Humanities: Elementary and Secondary Education in the 
Humanitii 
Promotion of the Humanities: State Programs 

(continued) 



cede CFMcode 
46.130 
46.132 
46.133 

46.134 
46.137 
46.146 
46.142 

Prognm 
Eatimrted fkcrl yew 

1999fUlldtng 
Promotion of the Humanities: Challenge Grants 
Promotion of the Humanities: Texts/Publication Subvention 
Promotion of the Humanities: Interpretive Research/Humanities, Science and 
Technology 
Promotion of the Humanities: Conferences 
Promotion of the Humanities: Humanities Projects in Libraries and Archives 
Promotion of the Humanities: Interpretive Research/Projects 
Promotion of the Humanities: Fellowships for University Teachers 

46.143 21 of the Humanities: Fellowships for College Teachers and Independent 

45.146 Promotion of the Humanities: Refbrence Materials/Tools 
46.146 Promotion of the Humanities: Texts/Editions 
46.147 Promotion of the Humanities: Texts/Translations 
46.146 Promotion of the Humanities: International Research 
46.149 Promotion of the Humanities: Office of Preservation 
46.169 Promotion of the Humanities: Higher Education in the Humanities 
46.151 Promotion of the Humanities: Summer Seminars for School Teachers 
46.152 Promotion of the Humanities: Travel to Collections 
45.153 Promotion of the Humanities: Selected Areas 
46.301 Institute of Museum Sarvices 
64.034 Library Services 
64.035 lnterffbraw Cooperation and Resource Sharina 
64.039 Library Reeearch and Demonstration 
64.091 Strengthening Research Library Resources 
64.117 Educational Research and Devefopment 
64.164 Public Library Construction 
64.167 Library Literacy 



Appendix IV 

Options for Reducing Nondefense 
Progrm Spending 

Tables IV. 1 through IV.4 identify the specific programs that might be 
eliminated or reduced to achieve four illustrative scenarios for lowering 
nondefense program outlays. These scenarios, as discussed on pages 89 
through 93 of the report, depict potential savings ranging from $46 bil- 
lion to $170 billion by 1997 and are grouped according to the 10 strate- 
gies discussed in chapter 6 of the report. Assuming a desire to achieve a 
specific level of spending reductions, rejecting a particular program 
reduction would require replacing it with another of equal savings 
value. 

These packages show the potential savings for the 6-year period 1992 
through 1997. We pointed out that depending on the amount of deficit 
reduction planned in the defense and revenue components of the budget 
and the pace at which these amounts are to be achieved, the amount 
required in the nondefense component in 1992 may be less than is indi- 
cated in the packages. This amount can be adjusted as necessary by 
phasing in specific reduction items. 

Table IV.6 lists the individual program choices from which we selected 
candidate cuts for the four ill~trative packages. While this menu could 
be contracted or expanded, it represents a range of choices from which 
difficult decisions must be made. 
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TdlaIV.1:Opdonl-UaorChmgo8ndSubddy@mphnlo 
Dollars in billions 

proenmw 

Nonmeans-tested retirement and disability 

la@2 1882 1994 19a6 1286 1987 

Social Security $0 $0 $0 $0 $0 $0 

suMot6l, SoGIrl SouuMy 0 0 0 0 0 0 

Federal retirees 
Elizea; cost-of-living adjustments (COLA) for federal retirees under 

End Department of Veterans Affairs (VA) disability benefit for low-rated 
disabilities 

So.5 $1 .l $1.8 $2.6 $33.3 $4.1 

1.5 1.6 1.7 1.7 1.7 1.7 

SlJbtow, F6deral Rotlrma $2.0 $2.7 s&s $4.3 $6.0 $&a 

subtaa-na-T.atmdR~ -dmm $2.0 $2.7 $3.1 $4.3 $5.0 $&a 

Restructure health care 

Targeted reduction of Medicare’s disproportionate share and teaching 
adjustments 

Collect 26percent coinsurande on home health and skilled nursing 
facility services (Medicare) 

Increase M&are safeguard funding (net savings) 
Require states to impose asset transfer restrictions and estate recovery 

programs for Medrcaid nursing home programs 

Require states to expand/improve Medioaid efforts to identify and 
recover payments for recipient/provider abuse 

A uire states to establish effective third-party recovery programs 
?zladicaid 

for 

Ex 
p”d 

Meidicoid income verifiitii system to include access to 
reasury bondhotder information 

Close/convert ineMit veterans’ hospital facilitiis 
Improve management and delivery of veterans’ health care 

62.3 $2.6 $3.0 $3.4 63.8 64.2 

0.2 0.2 0.2 0.3 0.3 0.3 
1.1 1.0 1.0 1.1 1.2 1.3 

0.6 0.6 0.7 0.7 0.7 0.7 

0.4 0.5 0.5 0.5 0.6 0.6 

0.9 1.0 1.0 1.0 1.1 1.1 

0.1 0.1 0.1 0.1 0.1 0.1 
0.3 0.3 0.3 0.3 0.3 0.3 
0.2 0.3 0.5 0.7 0.9 1.1 

SUMOW,mti se.1 $86 ST.3 $8.1 $6.9 $9.6 

Improve efficiency of federal workforce 

Reduce federal workforce costs 62.2 $22.3 $2.4 $262.4 $2.6 $2.6 

subtow,Fedoml~ $2-2 $2.3 $2.4 #.4 $2.6 $2.6 
(continued) 
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Program chango 

Farm price supports 

Eliminate honev orooram 

1662 1982 1294 1995 1m 1007 

60.1 SO.1 SO.1 $0.1 SO.1 SO.1 I I  .m 

End wool and mohair program 
Make crop insurance coverage mandatory for Commodity Credit 

Corooration (CCC) oarticioents 

0.1 0.1 0.1 0.1 0.1 0.1 

0.1 0.1 0.1 0.2 0.2 0.2 -or-- \-~ r .  I  

Eliminate dairy program 1 .o 1.0 1 .o 1.0 1.0 1.0 
Restrict price support eligibility and reduce payment limitation to 240,OW 0.5 0.5 0.5 0.5 0.5 0.5 
Reduce Farmers Home Administration tending authority 0.2 0.2 0.2 0.2 0.2 0.2 

6ubtotal, Farm Prlco &pporL, $20 62.0 $2.0 62.1 $2.1 22.1 

Reduce subsidies to business 

End the Export-Import (EXIM) Sank 60.2 60.3 60.3 60.3 60.3 $0.3 
Reduce Rural Electrification Administration tending 0.2 0.3 0.4 0.5 0.7 0.8 
Reform Power Marketing Administrations (PMA) debt policies 0.3 0.3 0.3 0.3 0.3 0.3 
Eliminate further fundino for clean coal technology 0.4 0.2 0.3 0.5 0.5 0.5 -- 
Shift funding of the Fast Flux Test Facility to the private sector 0.1 0.1 0.1 0.1 0.1 0.1 
Purchase natural gas from wellhead 0.1 0.1 0.1 0.1 0.1 0.1 
Discontinue not-for-orofit oostai sub&Iii 0.4 0.4 0.4 0.4 0.5 0.5 

subtow,-ato6ueine8s $1.6 $1.6 $1.6 66.1 $2.4 62.6 

Reduce subsidies to individuals 

Im~~ovorrelation between school lunch program subsidies and family 
Eliminate health professions’ education s&iii 
R 

“k (I 
uire guaranty agencies to participate in Internal Revenue Service 
S) tax refund offset program 

-,~tcI-le 

60.3 60.3 60.3 60.3 $0.3 60.3 
0.2 0.2 0.3 0.3 0.3 0.3 

0 0.1 0.1 0.1 0.1 0.1 

66.6 $6.6 66.7 66.7 66.7 66.7 

Increase user charges 

Special benefits 
Share in profits of irrigated fend sates 
lncrrsse Department of Housing and Urban DeveIopment (HUD) user 

._-- ._-- 
Refinanoe hiah-interest-rate sectii 2% rrtortplpl Refinanoe high-interest-rate section 233 mortgage 
lncreaae bc lncreaae borrowers’ interest rates on Stafford and conaotidated 

student loans student loans 
C’“st;s barrowers in Loan Consolidation Charge borrowers in Loan Consolidation, Suppkmrnw Loans for 

Students (SLS), and PLUS programs a loan origiition fee 

SO.1 SO.1 SO.1 SO.1 SO.1 SO.1 

0 0 0.1 0.2 0.2 0.2 

0.2 0.2 0.2 0.2 0.2 0.2 
(continued) 
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Programchange 
Increase taxes to cover costs imposed by aviation users 
Charge for use of Corps of Engineers recreation projects 

increase Corps of Engineers fees for flood plain management planning assistance 

Increase Corp of Engineers fees for navigation and wetland permits 
Raise National Park Service fees to cover 100 percent of recreation 

facilities’ costs 
Raise Forest Service fees to cover 100 percent of recreation facilities’ 

costs 
Impose a 3percent tax on the commercial fish and shellfish catch 
Recover 100 percent of costs for Coast Guard Services provided to 

commercial and pleasure boats 
Extend Bureau of Customs passenger and merchandise fees 
Universally charge for laboratory accreditation services 

1y 1z 15 1% lam 1997 
6.3 6.7 

. . . a . . 

. I 1 a a . 

. I l . a  . 

0.2 0.2 0.2 0.2 0.2 0.2 

0.2 0.2 0.2 0.2 0.2 0.2 
0.1 0.1 0.1 0.1 0.1 0.1 

0.7 0.6 0.8 0.6 0.6 0.6 
0.8 0.8 0.9 0.9 1.0 1 .o 
0.2 0.2 0.2 0.2 0.2 0.2 

satow,Nl- $7.1 $7.5 $8.1 $8.7 $8.2 $0.6 

Regulatory and inspection costs 52.7 $2.8 62.9 $33.1 63.2 $3.3 

Market pricing for private use of federal assets 
Naval Petroleum Reserve leasing reforms 
User fees for special weather services 
Improve priiing from federal water sales 
Improve pricing of grazing fees 

Revise pricing of timber sales 
Increase harbor maintenance tax 
Raise crop insurance premiums 

0.3 0.3 0.6 0.6 0.6 0.6 
I l . . . . 

I . . 1 a 1 
. a . . I l 

. 0.1 0.1 0.1 0.1 0.1 
0.3 0.3 0.4 0.4 0.4 0.4 
0.2 0.3 0.4 0.6 0.6 0.6 

$9.4 (a8 $4.6 $4.7 $4.7 $47 

SlL2 $14.2 $16.6 $16.6 $17.1 $17.6 

Curtail international activities 0 0 0 0 0 0 

mbtotal, I-l ActMth 0 0 0 0 0 0 
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Pqram chago 

Restrict scientific and medical research 

1662 1662 1664 1666 1996 1667 

Cancel the space station 
Cut Department of Energy (DOE) labs’ discretionary research and 

development activities 

60.9 $1.5 $1.9 $2.0 $2.1 $2.2 

0.1 0.1 0.1 0.1 0.1 0.1 

subtotd, &kntmc l nd -1 Ro888rch 

Restructure arants to states and localities 

$1.0 $1.6 62.0 $2.1 $2.2 62.3 

Eliminate low-income home energy assistance program $1.5 $1.6 $1.6 $1.7 $1.7 $1.7 

subtow, amnt8 to st8t88 8d Loc8lnk8 $1.6 $1.6 $1.6 $1.7 $1.7 $1.7 

Tot8lu8dotbm SW.1 $66.1 $66.6 $40.0 $42.6 $46.0 

test ttm 650 millii. 
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Table IV.2 Option l--Health Cwo, Uaw Chwgo, Wbaidy, rend State Omnt Elnphuk 
Dollars in billions 
Progmmchrnga 1382 1982 1984 1995 1996 1987 

Nonmeans-tested retirement and disability 

Social Security 
Tax 85 percent of Social Security and Railroad Retirement with current 

income threshold $1.2 $4.4 $5.0 $5.7 $6.4 $7.1 

Subtotal, Social Security $1.2 S4.4 $3.0 $3.7 $3.4 $7.1 

Federal retirees 
- - . -  _.. .  $1.8 $2.6 $3.3 $4.1 
1.4 1.9 1.9 1.9 2.0 2.0 

1.7 
0.3 

0.5 
Reduce VA dependency and indemnity compensation payments to 

surviving spouses 0.3 0.5 0.6 0.8 1 .o 1.2 

Subtotal, Federal Retirees 

Subtotal, Nonmeans-Tasted Retirement and DIeabilIty 

$4.0 1.6 $63 $7.5 $8.7 $9.8 

$6.3 $8.9 $11.1 $13.2 $15.1 $16.9 

Restructure health care 

$4.8 $7.3 $10.7 $13 1 $1.2 $22.8 - .-. 

0.2 0.2 0.3 0.3 0.3 0.3 
0.8 1 .o 1.4 1.8 2.2 2.6 

Gradually increase Medicare premium to cover 30 percent of costs for 
physicians’ services 

Collect 20-percent coinsurance on home health and skilled nursing 
facility services (Medicare) 

Increase Medicare deductible for physicians’ services (indexed $100) 

R ire states 
%icaid to establish effective third-party recovery programs for 

0.9 1.0 1.0 1 .o 1.1 1.1 
(continued) 
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frwmm ohm60 1992 1933 1334 1336 19W 1337 
Ex nd Medicaid income verification system to include access to 

P reasurv bondholder information 0.1 0.1 0.1 0.1 0.1 0.1 
Cl~/convert inefficient VA hospital facilities 0.3 0.3 0.3 0.3 0.3 ~0.3 
Improve management and delivery of veterans’ health care 0.2 0.3 0.5 0.7 0.9 1.1 

Ez;ytVz; insurance recoveries to include nonservice-connected 0.1 0.2 0.2 0.2 0.2 0.2 
Modify way hospitals are paid under federal employees health benefits 

program 
Reduce VA health care for nonservice-connected illnesses by 50 percent 

0 0.1 0.4 0.7 1.0 1.3 
3.8 4.1 4.3 4.8 4.9 5.2 

-I, Ho6lM Can $13.8 616.6 $20.6 666.3 666.6 664.6 

Improve efficiency of federal workforce 

bduce federal workforce costs 

6btotal,fodemlmf&fcfca 

$22.2 $22.3 $2.4 $2.4 $2.6 $2.6 

66.2 66.3 66.4 66.4 $2.6 62.6 

Farm orice supoorts 
Eliminate honey program 60.1 60.1 60.1 60.1 60.1 60.1 
End woof and mohair program 0.1 0.1 0.1 0.1 0.1 0.1 
Make croc insurance coveraoe mandatory for CCC partiiipants 0.1 0.1 0.1 0.2 0.2 0.2 
Eliminate dairy program 1.0 1.0 1.0 1 .o 1 .o 1 .o 
Reduw deflclenoy payments by lowering target prices 0.3 1.2 2.3 3.4 4.1 4.8 

6ubtotd.formfrko~ 61.6 66.6 66.6 64.6 66.6 66.2 

Reduce subsidies to business 

End EXIM Rank 60.2 60.3 60.3 60.3 60.3 $0.3 

Purchaaa natural gas from wellhead 

Raduce Rural Ekctrificatii Administration lending 

Diacontinw not-for-profit portal subaii 
Eliminate Staffard loan &gWity for students attending schools with 

default rates over 40 parceJnt 
Require tenders to share in the risk of guaranteed student toan defaults 
Increase auarantv aaencies’ risk in awurtaed student loMa that default 
lnc~~-~~erest rate to 5 percent-ruraf rental housing 

Reform PMAdebt pdiiies 
Endfurtharfundingforcbancoaltechnobgy 
Shii fundina of tha Fast Flux Test Facility to tha private sector 

0.2 

0.1 0.1 

0.3 0.4 

0.1 0.1 

0.5 0.7 

0.1 0.1 

0.8 
0.3 

0.4 0.4 

0.3 

0.4 0.4 

0.3 

0.5 

0.3 

0.5 

0.3 0.3 

0.3 

0.4 

0.3 

0.2 

0.3 

0.3 

0.3 

0.5 

0.3 

0.5 

0.3 

0.5 

0 0.1 

0.1 

0.2 

0.1 

0.2 

0.1 

0.2 

0.1 

0.2 

0.1 

0 

0.1 

0.1 0.1 0.1 0.1 0.1 

0 0 0 0.1 0.1 0.1 
Eli~~~dministrative cost atfowances paid to guaranteed student loan 

-8 . . I l . l 

(continued) 
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Pfwnm chm#e 1992 1993 1994 1995 1999 1997 
Reduce interest subsidy payments to lenders making and/or holding 

federally guaranteed student loans 
Partially replace new construction for elderly (section 202) with certificate 

0.1 0.1 0.1 0.1 0.1 0.1 
0.1 0.1 0.2 0.2 0.2 0.2 

Bubtetal, Subrldiea to Budnesa 

Reduce subsidies to individuals 

$2.1 99.3 92.9 99.2 $3.5 53.5 

Eliminate health professions’ education subsidies 
Allow Department of Education to recall defaulted student loans when 

auarantor collection efforts are ineffective 

$0.2 90.2 $0.3 90.3 $0.3 $0.3 

0.1 0.1 0.1 0.1 0.1 0.1 
Extend current eligibility requirements for SLS program 0.1 0.1 0.1 0.1 0.1 0.1 
Discontinue federal funding of the Perkins loan program 0.2 0.2 0.2 0.2 0.2 0.2 
Eliminate reimbursement of veterans for travel costs to VA facilities 0.1 0.1 0.1 0.1 0.1 0.1 
Eliminate “shoppers incentive” from housing voucher program 0.2 0.2 0.2 0.2 0.2 0.2 

Reqq ZEfication of assisted household income through employer 0.2 0.2 0.2 0.2 0.2 0.2 
Reduce cost and increase borrower payments to 28 percent of income- 

rural housing program 
liousina assistance-replace new construction with vouchers 

0.2 0.3 0.3 0.4 0.5 0.5 
0 0.2 0.4 0.5 0.6 0.6 

Require guaranty agencies to participate in IRS tax refund offset program 0 0.1 0.1 0.1 0.1 0.1 
Reduce subsidy in child nutrition programs for higher-income families 0.4 0.5 0.5 0.5 0.5 0.5 

Bubtotal, Bubmldle@ to IndMdwh $1.7 92.1 92.5 $2.7 $2.9 $2.9 

Increase user charges 

Special benefits 
Increase taxes to cover costs imposed by aviation users 94.7 $6.0 95.4 $5.9 96.3 96.7 
Recover 100 percent of costs for Coast Guard services provided to 

commercial and pleasure boats 
Extend Bureau of Customs crassencer and merchandise fees 

0.7 0.8 0.8 0.8 0.8 0.8 
0.8 0.8 0.9 0.9 1.0 1.0 

sdtota,spoc&lBe~ 99.2 96.6 $7.1 $7.6 99.1 99.5 

Regulatory and inspection costs 0 0 0 0 0 0 

Market pricing for private use of federal assets 
Impose a royalty payment on communications users of 

electromaanetic scectrum $1.8 $1.9 $2.1 $2.2 $2.2 $2.2 

Subtotal, Market Pricing for Private Un oi Federd Aooeta $1.6 $1.9 $2.1 99.2 $2.2 $2.2 

Bubwd, Urn Chwge8 98.0 se.5 99.2 99.8 $10.3 $10.7 
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Program change 

Curtail international activities 

Eliminate the P.L. 480, title 1 Food Aid Program 
Cut Economic Support Fund by 10 percent 

Subtotal, International Acthfithr 

1892 1983 19w 1996 1986 1897 

$0.9 $0.9 $0.9 $0.9 $0.9 $0.9 
0.2 0.4 0.4 0.4 0.4 0.4 

$1.1 $1.3 $1.3 $1.3 $1.3 $1.3 

Slow growth of selected scientific and medii research 
Cancel the space station $0.9 $1.5 $1.9 $2.0 $2.1 $2.2 
Cancel the supercollider 0.1 0.1 0.2 0.2 0.2 0.2 
Cut DOE labs’ discretionary research and development activities 0.1 0.1 0.1 0.1 0.1 0.1 
Eliminate medical and prosthetic research funding 0.2 0.2 0.2 0.2 0.3 0.3 

Subtotal, Sclantifk and Medkal Roaoarch 

Restructure grants to states and localities 

$1.3 $1.8 $24 $2.6 $2.7 $2.8 

Change revenue-sharing formula to a net receipt basis for commercial 
actrvity on federal lands 

Eliminate airport grants-in-aid 
Block grant option with lOpercent cut 

so.2 $0.2 $0.2 $0.2 $0.2 $0.2 
1.4 1.5 1.6 1.6 1.7 1.8 
5.1 5.3 5.5 5.7 6.0 6.2 

$6.6 $7.1 $73 $7.6 s7.e $8.2 

Tow - $44.0 864.6 $04.0 $72.8 $82.3 SW.0 

Qss than $50 mlllioll. 



Tmbb IV.3: Optlcn 3-Entitlement, khdth CN@, U@or~, 6ubddy, end WQmnt Emphwb 
Dollars in billions 
kognm chrnge la62 1663 1984 1886 1996 1997 

Nonmeans-tested retirement and disability 

Social Security 
Tax 85 percent of Social Security & Railroad retirement benefits 

without income threshold $12.8 $21.2 $22.5 $24.0 $25.6 $27.3 
Im 

!&curity iisabllity eligibility 
rove tar eting of SSA audits -state determinations of Social 

a . 0.1 0.1 0.1 0.1 

lnT;:;t;iiQng period for Social Security disability benefits from 5 to 0.2 0.2 0.2 0.2 0.2 0.2 

Subtotal. 6ocbl3ecuritv $13.0 621.4 622.7 $24.3 $25.9 $27.6 

Federal retirees 
Eliminate COLAS for federal retirees under age 62 
Freeze COLAS 1 year for other federal retirees 
End lumo-sum oavments for civilian retirees 

30.5 $1.1 $1.8 $2.6 $33.3 $4.1 
1.5 2.1 2.1 2.3 2.4 2.5 
1.4 1.9 1.9 1.9 2.0 2.0 I  .  

End VA disability benefit for low-rated disability 
End dependents’ allowances for veterans with low-rated disabilities 
End VA disability & death compensation for disabilities unrelated to 

military duties 
Reduce VA dependency and indemnity compensation (DIC) payments 

to surviving spouses 

1.5 1.6 1.7 1.7 1.7 1.7 
0.3 0.3 0.3 0.3 0.3 0.3 

0.1 0.1 0.2 0.3 0.4 0.5 

0.3 0.5 0.6 0.8 1.0 1.2 

Subtctel, Federal Rotlree8 65.5 S7.S $8.6 $8.6 $11.0 $12.2 

SubtoW, Ncnme8noTe8ted Retlmrwnt 8nd Db8blWty $16.6 626.8 631.3 634.1 636.9 SM.6 

Restructure health care - 

Set premium to cover 25 percent of costs in all years for physicians’ 
services-Medicare 

Collect 20 percent coinsurance on clinical lab services-Medicare 

Collect 2’0 percent coinsurance on home health and skilled nursing 
facility services-Mediire 

Increase Medicare safeguard funding (net savings) 

Move immediately to a prospective reimbursement system for capital 
expenditures under Medicare 

Reduce Medicare’s direct payments for medical education 

Cap payments for durable medical equipment at fee schedule median, 
and related proposals-Medicare 

$1.0 $2.5 $4.0 $5.8 $7.1 $9.2 
0.8 0.9 1.1 1.3 1.5 1.7 

0.2 0.2 0.3 0.3 0.3 0.3 
1.1 1.2 1.2 1.3 1.3 1.3 

0.2 0.4 0.6 0.8 1.2 1.4 
0.1 0.1 0.2 0.2 0.2 0.3 

0.3 0.3 0.3 0.3 0.3 0.3 

Disccra;i coverage of eyeglasses following cataract surgery- 0.1 0.1 0.1 0.1 0.1 0.1 
(contmued) 
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Program chanp 
Eliminate annual ubdate in physician fees for 1 year-Medicare ‘Z ‘El ‘994 ‘gl~ ‘@z 

1997 
1.0 1.0 

Reduce Medicare payments to physicians for overvalued services 0.9 1.1 1.3 1.4 1.5 1.6 
Require states to impose asset transfer restrictions and estate recovery 

programs for Medicaid nursing home programs 
Require states to expand/improve Medicaid efforts to identify and 

recover payments caused by recipient/provider abuse 

FtyuG;;tes to establish effective third-party recovery programs for 

0.6 0.6 0.7 0.7 0.7 0.7 

0.4 0.5 0.5 0.6 0.6 0.6 

0.9 1.0 1.0 1.1 1.1 1.1 
Ex 

p” 
nd Medicaid income verificatiin system to include access to 

reasury bondholder information 
Close/convert inefficient VA hospital facilities 

0.1 0.1 0.1 0.1 0.1 0.1 
0.3 0.3 0.3 0.3 0.3 0.3 

Improve management and delivery of veterans’ health care 
Modify way hospitals are paid under federal employees health benefits 

program 

0.2 0.3 0.5 0.7 0.9 1.i 

0 0.1 0.4 0.7 1 .o 1.3 
Increase VA’s collection from third-party insurers for inpatient and 

outpatient care 

Exgz,t/#‘; insurance recoveries to include nonsewice-connected 

0.3 0.3 0.4 0.4 0.4 0.4 

0.1 0.2 0.2 0.2 0.2 0.2 

subtctal, tleaith Can 

lmorove efficiencv of federal workforce 

994 $11.0 $14.1 $17.4 $19.7 922.9 

Reduce federal workforce costs 92.2 94.5 36.9 $7.1 $7.4 $7.6 
Reoeal the Davis Bacon Act 0.3 0.8 1.1 1.2 1.3 1.4 

Subtotal, Fodoml WWorw $3.5 $6.3 99.0 $3.3 33.7 $9.0 

Farm price supports 

Eliminate honey program 90.1 90.1 $0.1 $0.1 $0.1 90’ 
Eliminate wool and mohair program 0.1 0.1 0.1 0.1 0.1 0.1 
Make crop insurance coverage mandatory for CCC participants 0.1 0.1 0.1 0.2 0.2 0.2 
Eliminate daiw Droaram 1.0 1.0 1 .o 1.0 1.0 1.0 
Reduce deficiency payments by lowering target prices 0.3 1.2 2.3 3.4 4.1 4.6 

SuMotal, F9m1 Pdc9 9upporW 

Reduce subsidies to business 

91.9 92.s 99.9 ti.9 $6.5 99.9 

Eliminate EXIM Bank $0.2 so.3 so.3 $0.3 $0.3 $0.3 
Reduce Rural Electrification Administration tending 0.2 0.3 0.4 0.5 0.7 0.8 
Reform PMA debt policies 0.3 0.3 0.3 0.3 0.3 0.3 
End further funding for clean coal technology 0.4 0.2 0.3 0.5 0.5 0.5 
Shift funding of the Fast Flux Test Facility to the private sector 0.1 0.1 0.1 0.1 0.1 0.1 
Purchase natural gas from wellhead 0.1 0.1 0.1 0.1 0.1 0.1 

(continued) 
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proQnmc-a@ ‘E 1992 ‘994 Drscontinue not-for-profit postal subsidies 0.4 0.4 ‘E 1995 . 0.5 ‘E 
Eliminate Stafford loan eligibility for students attending schools with 

default rates over 40 percent 0.3 0.3 0.3 0.3 0.3 0.3 
Require tenders to share in the risk of guaranteed student loan defaults 0 0.1 0.2 0.2 0.2 0.2 
Increase guaranty agencies’ risk in guaranteed student loans that default 0 0.1 0.1 0.1 0.1 0.1 
Increase developers’ interest rate to 5 percent-rural rental housing 

assistance program . I I 0.1 0.1 0.1 
Eliminate administrative cost allowances paid to guaranteed student loan 

guaranty agencies . 1 * a a L 

Reduce interest subsidy payments to lenders making and/or holding 
federally guaranteed student loans 0.1 0.1 0.1 0.1 0.1 0.1 

Partially reptace new construction for el~rly (section 202) with certiite 0.1 0.1 0.2 0.2 0.2 0.2 
End Small Business Administration (SBA) loans and loan guarantees 

(except minority & disaster programs) 0 0.1 0.3 0.3 0.4 0.4 

BubtMal, Dubaid&, tc Burinosa $2.1 $2.4 $9.2 92.5 93.9 93.9 

Reduce subsidies to individuals 

Eliminate health professions’ education subsidies 
Altow Department of Education to recall defaulted student loans when 

guarantor collection efforts are ineffective 

90.2 90.2 90.3 90.3 $0.3 $0.3 

0.1 0.1 0.1 0.1 0.1 0.1 
Extend current eligibility requirements for SLS program 0.1 0.1 0.1 0.1 0.1 0.1 
Discontinue federal funding of the Perkins loan program 0.2 0.2 0.2 0.2 0.2 0.2 
Eliminate reimbursement of veterans for travel costs to VA facilities 0.1 0.1 0.1 0.1 0.1 0.1 
Eliminate “shoppers incentive” from housing voucher program 0.2 0.2 0.2 0.2 0.2 0.2 

Requu $iition of assisted household income through employer 0.2 0.2 0.2 0.2 0.2 0.2 
End VA home loan program 0.9 0.9 1.0 1 .o 1 .o 1.0 
Require guaranty agencies to participate in IRS tax refund offset program 0 0.1 0.1 0.1 0.1 0.1 

Ve;zz on income for VA pension recipients through match with IRS 0.1 0.1 0.1 0.2 0.2 0.2 
Housing assistance-replace new construction with vouchers 0 0.2 0.4 0.5 0.6 0.6 

subtaw,~toatcI~k 

User charges 

92.0 92.4 92.6 $2.0 $3.1 N-1 

Special benefits 
Share in profits of irritated land safes . l . a  a * 

Increase HUD user fees 
Refinance high-interest-rate section 2% mortgage 
lncWz borrowers’ interest rates on Stafford & Consolidated Student 

l a  a . a  P 

%I.1 StI.1 83.1 $0.1 $0.1 $0.1 

0 0 0.1 0.2 0.2 0.2 
Charge borrowers in Loan Consotidation, SLS, and PLUS programs a 

loan origination fee 0.2 0.2 0.2. 0.2 0.2 0.2 
(continued) 
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kogrrmdwlge ‘7 ‘% ‘E 18% lW8 
Increase taxes to cover costs imposed by aviation users 5.9 ‘7; 6.3 . 
Charge for use of Corps of Engineers recreation projects . a a a (! a 

Increase Corps of Engineers fees for ftood plain management planning 
assistance 

Increase Corps of Enaineers fees for navigation and wetland permits 
Raise National Park Service fees to cover 100 percent of recreation 

facilities’ costs 
Raise Forest Service feee to cover 100 percent of recreation facilities’ 

costs 
Impose a 3percent tax on the commercial fish and shellfish catch 
Recover 100 percent of costs for Coast Guard Services provided to 

commercial and pleasure boats 
Extend Bureau of Customs passenger and merchandise fees 
Universallv charae for laboratow accreditation services 

0.2 0.2 0.2 0.2 0.2 0.2 

0.2 0.2 0.2 0.2 0.2 0.2 
0.1 0.1 0.1 0.1 0.1 0.1 

0.7 0.8 0.8 0.8 0.8 0.8 
0.8 0.8 0.9 0.9 1 .o 1.0 
0.2 0.2 0.2 0.2 0.2 0.2 

8uml8l,8vocl8l~flt0 $7.1 $7.5 36.1 99.7 99.2 99.9 

Regulatory and inspection costs 
Market oricind for orivate use of federal assets 

Naval Petroleum Reserve leasing reforms 
Revise excess land sates 
User fees for special weather services 
Improve pricina from federal water sales 

92.7 92.8 32.9 $3.1 $3.2 $3.3 

90.3 90.3 $0.6 $0.6 $0.6 90.6 

Improve pricing of grazing fees 
Revise pricing of timber sales 
Increase harbor maintenance tax 

a . a a P a 

I 0.1 0.1 0.1 0.1 0.1 
0.3 0.3 0.4 0.4 0.4 0.4 

Raise crop insurance premiums 
Impose a royalty payment on communications users of 

electromaonetic s0ectrum 

0.2 0.3 0.4 0.6 0.6 0.6 

1.8 1.9 2.1 2.2 2.2 2.2 
Raise fees to cover 108 percent of operations and maintenance for the 

Inland Water System 
Charge user fee for prescriptions tilted by VA 

Rsisiscting claim fees and eliminate the patenting of hardrock mining 

subtoal Mlrket Pdclna for Pfiv8to lJ.0 at bdoml Amota 

0.3 0.4 0.4 0.4 0.4 0.4 
0.1 0.1 0.1 0.1 0.1 0.1 

0.1 0.1 0.1 0.1 0.1 0.1 

93.2 $3.5 94.2 94.4 94.4 94.4 

-1u8uch8mo0 h&O $13.9 $19.2 $16.2 $16.6 917.3 

Curtail international activities 0 0 0 0 0 0 

subbw,I-Am 0 0 0 0 0 0 
(continued) 
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Prognm 7 1992 1993 1994 1995 1998 1997 
Restrict scienti c and medical research 

Cancel the space station 
Cancel subercollider 

80.9 $1.5 $1.9 $2.0 $2.1 $2.2 
0.1 0.1 0.2 0.2 0.2 0.2 

Cut DOE labs’ discretionary research and development activities 0.1 0.1 0.1 0.1 0.1 0.1 

Eliminate VA medical and prosthetic research funding 0.2 0.2 0.2 0.2 0.3 0.3 

8uMotal,Zkkntlticmd-Roourch 

Restructure grants to states and localities 

$1.3 $1.9 92.4 92.5 $2.7 92.9 

Change revenue-sharing formula to a net receipt basis for commercial 
actrvity on federal lands 

Eliminate tow-income home energy assistance program 
Wock grant option with 16percent cut 
Reduce new highway spending to level of receipts 
Eliminate airport grants-in-aid 
Reduce rental subsidies-shift costs to states or tenants 

subwt&Qmntato8t8teeandLece8uee 

TotdReducmM 

%esa than 860 milfii. 

90.2 90.2 90.2 tnl $0.2 $0.2 
1.5 1.6 1.6 1.7 1.7 1.7 
4.9 5.1 5.3 5.6 5.8 6.0 
0.3 1.4 1.9 2.3 2.7 3.1 
1.4 1.5 1.6 1.6 1.7 1.8 
0.5 0.8 1.1 1.4 1.7 2.0 

99.9 $10.7 $11.7 $12.9 $13.8 $14.8 

M6es s7ao $92.3 $102.8 $111.1 $120.0 
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TsblsIV.k OptlonGMlnimal Fodeml lmmhmont mO.ptfor8otwlnanwdFrogmms 
Dollars in billions 
Prommmchancl~ 1992 1993 1994 1995 1999 1997 

Nonmeans-tested retirement and disability 

Social Security 
Tax 85 percent of Social Security and Railroad Retirement benefits 

without income threshold $12.8 $21.2 $22.5 $24.0 $25.6 $27.3 
Improve targeting of Social Security Administration audits-state 

determinations of Social Security disability eligibility 1 . 0.1 0.1 0.1 0.1 

InT;Gt;;iting period for Social Security disability benefits from 5 to 0.2 0.2 0.2 0.2 0.2 0.2 

SUHI, social socurlty $13.0 $21.4 $22.7 $24.3 $25.9 827.6 

Federal retirees 

Freeze COLAS 1 year for federal retirees 
Eliminate COLAS for federal retirees under age 62 

1.5 
$0.5 

2.1 
$1.1 

2.1 
$1.8 

2.3 
$2.6 

2.4 
$3.3 

2.5 
$41 

End lump-sum payments for civilian retirees 1.4 1.9 1.9 1.9 2.0 2.0 
End VA disabilitv benefit for low-rated disability 1.5 1.6 1.7 1.7 1.7 1.7 
End dependents’ allowances for veterans with low-rated disabilitii 
End VA disability and death compensation for disabilities unrelated to 

militarv duties 

0.3 0.3 0.3 0.3 0.3 0.3 

0.1 0.1 0.2 0.3 0.4 0.5 

Subbtal, Fodoml Rotlmer $8.2 $7.1 99.0 $9.1 $10.1 $11.1 

SubtoWNon~n8-To~odR~ sndDlssbllRy $18.3 $28.6 SM.8 $33.3 $36.0 $30.7 

Restructure health care 

Gradually increase premium to cover 50 percent of costs for physicians’ 
services under Medicare 

Targeted reduction of disproportionate share and teaching 
adjustments-Mediire 

Increase Medicare safeguard funding (net savings) 
Move immediately to a prospective reimbursement system for capital 

expenditures under Medicare 

Cogz Medicare transition to prospective rates for outpatient facility 
Reduce Medicare’s direct payments for medical education 
Cap Mediire payments for durable medical equipment at fee schedule 

median and related proposals 
Discontinue Medicare coverage of eyeglasses following cataract 

surgery-Medicare 
Eliminate annual update in physician fees for 1 year-Me&are 

$3.2 $7.5 $12.8 $19.4 $27.7 $32.4 

2.3 2.6 3.0 3.4 3.8 4.2 
1.1 1.0 1 .o 1.1 1.2 1.3 

0.2 0.4 0.8 0.8 1.2 1.4 

0.4 0.6 0.7 0.8 0.9 1.0 
0.1 0.1 0.2 0.2 0.2 0.3 

0.6 0.8 0.6 0.6 0.6 0.6 

0.1 0.1 0.1 0.1 0.1 0.1 
0.9 0.9 1.0 1.0 1 .o 1 .o 
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Program ohmnga 
Reduce Medicare payments to physicians for overvalued services 
Require states to impose asset transfer restrictions and estate recovery 

programs for Medicaid nursing home programs 
Require states to expand/improve Medicaid efforts to identify and 

recover payments caused by recipient/provider abuse 
R uire states to establish effective third-party recovery programs for 

@ikdicaid 
E nd Mediiid income verification system to inctuda accass to 

lee reasury bondholder information 
Close/convert inefficient VA hospital facilities 
Improve management and delivery of veterans’ health care 
Modify way hospitals are paid under federal employees health benefits 

vogr~ 
Reduce VA services for non-sewice-connected illnesses by 50 percent 
Increase VA’s collection from third-party insurers for inpatient and 

outpatient cafe 

1992 1993 1994 1995 1999 1997 
0.9 1.1 1.3 1.4 1.5 1.6 

0.6 0.6 0.7 0.7 0.7 0.7 

0.4 0.5 0.5 0.5 0.6 0.6 

0.9 1.0 1.0 1.0 1.1 1.1 

0.1 0.1 0.1 0.1 0.1 0.1 
0.3 0.3 0.3 0.3 0.3 0.3 
0.2 0.3 0.5 0.7 0.9 1.1 

0 0.1 0.4 0.7 1.0 1.3 
3.8 4.1 4.3 4.6 4.9 5.2 

0.3 0.3 0.4 0.4 0.4 0.4 

aubma~Hemnhcan 

Improve efficiicy of federal workforca 

Reduce federal workforce costs 
Repeal the Davis Bacon Act 

-l,Fodoml~ 

$16.4 $22.1 $99.4 997.9 949.1 994.6 

92.2 94.5 38.9 $7.1 $7.4 $7.6 
0.3 0.8 1.1 1.2 1.3 1.4 

a5 $5.3 $0.0 $8.3 99.7 $9.0 

Farm price supports 

Eliminate farm price supports $1.9 93.5 $5.0 96.2 $7.5 $8.0 

SdtoWFwmPrkoWpporta 

Reduce subsidies to business 

$1.9 99.5 99.0 99.2 97.5 $8.0 

Eliminate EXIM Bank $0.2 $0.3 90.3 60.3 60.3 90.3 
Reduce Rural Electrification Administration lending 0.2 0.3 0.4 0.5 0.7 0.8 
Reform PMA debt policies 0.3 0.3 0.3 0.3 0.3 0.3 
Eliminate further funding of clean coat technology 0.4 0.2 0.3 0.5 0.5 0.5 
Bhii funding of the Fast Flux Test Facility to the private sector 0.1 0.1 0.1 0.1 0.1 0.1 
Purchase natural gas from wellhead 0.1 0.1 0.1 0.1 0.1 0.1 
Discontinue not-for-profit postal subsii 0.4 0.4 0.4 0.4 0.5 0.5 
Eliminate Stafford loan eliiiblkty for students attending schools with 

default rates over 40 percent 
Require lsnders to share in the risk of guaranteed student loan defaults 
Increase auarantv aoencies’ risk in auaranteed student bans that default 

0.3 0.3 0.3 0.3 0.3 0.3 
0 0.1 0.2 0.2 0.2 0.2 
0 0.1 0.1 0.1 0.1 0.1 

(continued) 
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Proonm aw 1992 1993 1994 1995 1999 1997 
Increase developers’ interest rate to 5 percent-rural rental housing 

assistance program a a a 0.1 0.1 0.1 
Eliminate administrative cost allowances paid to guaranteed student loan 

guaranty agencies a a . a . a 

Reduce interest subsidy payments to lenders making and/or holding 
federally guaranteed student loans 0.1 0.1 0.1 0.1 0.1 0.1 

Partially replace new construction for elderly (section 202) with certificate 0.1 0.1 0.2 0.2 0.2 0.2 
En;k;;llPsa;s and loan guarantees (except minority and disaster 

0 0.1 0.3 0.3 0.4 0.4 

subtoml, sub8idi.8 to budnou $2.1 &4 99.1 99.5 99.9 99.9 

Reduce subsidies to individuals 

Eliminate health professions’ education subsidies 
Allow Department of Education to recall defaulted student loans when 

guarantor collection effort5 are ineffective 
Extend current eligibility requirements for SLS program 
Discontinue federal funding of the Perkins toan program 
Eliminate reimbursement of veterans for travel costs to VA facilities 
Eliminate “shopper5 incentive” from housing voucher program 
Require certffication of assisted household income through employer 

wage data 
End VA home loan program 
Require guaranty agencies to participate in IRS tax refund offset program 
Improve correlation between school lunch program subsidies and family 

income 
Reduce cost and increase borrower payments to 28 percent of income- 

rural housing program 

subt8w,sub~tolndhrtdu8k 

User charge5 

90.2 90.2 $0.3 $0.3 $0.3 $0.3 

0.1 0.1 0.1 0.1 0.1 0.1 
0.1 0.1 0.1 0.1 0.1 0.1 
0.2 0.2 0.2 0.2 0.2 0.2 
0.1 0.1 0.1 0.1 0.1 0.1 
0.2 0.2 0.2 0.2 0.2 0.2 

0.2 0.2 0.2 0.2 0.2 0.2 
0.9 0.9 1.0 1 .o 1.0 1.0 

0 0.1 0.1 0.1 0.1 0.1 

0.3 0.3 0.3 0.3 0.3 0.3 

0.2 0.3 0.3 0.4 0.5 0.5 

92.4 92.7 922.9 93.0 99.1 99.1 

Special benefits 
Share in profits of irrigated land sales I . 1 a a a 

Increase HUO user fees a . a a a 8 

Refinance high-interest-rate section 235 mortgage $0.1 90.1 $0.1 90.1 90.1 90.1 
Increase borrowers’ interest rates on Stafford and conaoMated 

student loans 0 0 0.1 0.2 0.2 0.2 
Charge borrowers in Loan Consolidation, SLS, and PLUS programs a 

loan origination fee 0.2 0.2 0.2 0.2 0.2 0.2 
Increase taxes to cover cost5 imposed by aviation users 4.7 5.0 5.4 5.9 6.3 6.7 
Charge for use of Corps of Engineer5 recreation projects . a a a * . 

lncr&razr5 of Engineers fees for ffood plain management planning a . 1 * a a 

(continued) 
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Programch8ngo 
Increase Corps of Engineers fees for navigation and wetland permits 
Raise National Park Service fees to cover 100 percent of recreation 

faciliiies’ costs 

la@2 1993 1994 1998 1998 1997 
. a . a a 1 

0.2 0.2 0.2 0.2 0.2 0.2 
Raise Forest Service fees to cover 100 percent of recreation facilities’ 

costs 
lmooae a 3-oercent tax on the commercial fish and shellfish catch 
Recover 100 percent of costs for Coast Guard services provided to 

commercial and pleasure boats 
Extend Bureau of Customs passenger and merchandise fees 
Universailv charoe for laboratorv accreditation services 

0.2 0.2 0.2 0.2 0.2 0.2 
0.1 0.1 0.1 0.1 0.1 0.1 

0.7 0.8 0.8 0.8 0.8 0.8 
1 .o 1.0 1.0 1.0 1 .o 1 .o 
0.2 0.2 0.2 0.2 0.2 0.2 

3uMaW Spdd 6anofltm $7.3 $7.7 se.2 $8.8 $9.2 $9.6 

Regulatory and inspection costs $2.7 $2.8 32.9 $3.1 $33.2 $3.3 

Market pricing for private use of federal assets 
Naval Petroleum Reserve leasing reforms 
Revise exam land sales 

0.3 0.3 0.6 0.6 0.6 0.6 
. . . I a . 

User fees for special weather services 
Improve pricing from federal water sates 

Improve pricing of grazing fees 
Revise pricing of timber sales 
Increase harbor maintenance tax 
Raise crop insurance premiums 
Impose a royalty payment on communications users of 

electromagnetic spectrum 
Raise fees to cover 100 percent of operatins and maintenance for the 

Inland Water System 
Charge user fee for prescriptions filled by VA 

Ra;;,:ning claim fee and eliminate the patenting of hardrock mining 

I a . a a I 
. . . . P I 
l . 1  a a a 

. 0.1 0.1 0.1 0.1 0.1 
0.3 0.3 0.4 0.4 0.4 0.4 
0.2 0.3 0.4 0.6 0.6 0.6 

1.8 1.9 2.1 2.2 2.2 2.2 

0.3 0.4 0.4 0.4 0.4 0.4 
0.1 0.1 0.1 0.1 0.1 0.1 

0.1 0.1 0.1 0.1 0.1 0.1 

33.6 $4.2 $4.4 $4.4 $4.4 

aubbtal, uaw ch0rg.a sa9 $8.3 $7.1 $7.15 $7.6 $7.7 

Curtail international activities 

Eliminate the P.L. 480, title 1 Food Aii Program 30.9 30.9 $0.9 r60.9 $0.9 $0.9 
Cut Economic Support Fund by 10 percent 0.2 0.4 0.4 0.4 0.4 0.4 
Cut foreign military financing program by 5 percent 0.1 0.1 0.1 0.2 0.2 0.2 

$182 $1.4 $1.4 $1.5 $1.5 91.5 
(continued) 
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ptoonm- 1882 1993 1994 1996 1996 1987 

Restriit scientific and medical research 

Cancel the sDBc8 station So.9 $1.5 $1.9 $2.0 $2.1 a.2 
Cancel supeLWder 0.1 0.1 0.2 0.2 0.2 0.2 
Cut DOE labs’ discretionary research and mt activities 0.1 0.1 0.1 0.1 0.1 0.1 
Eliminate VA medical and prosthetic re8euoh funding 0.2 0.2 0.2 0.2 0.3 0.3 

subtata-md-- $1.3 $1.8 $2.4 $2.5 $2.7 $2.8 

Restructure grants to states and localities 

Block grant option with W-percent cut 

8uMot&annc,to8clbr8ndLooow8e 

tdrl- 

$25.5 $26.5 $27.6 $28.7 $29.9 $31.1 

#as 826.6 $27.6 $28.7 $29.9 $31.1 

#r-o tiw.3 sl26a $141.3 ~11.2 ~170.0 
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Table IV.& Fclmw Mcndafanse outlrr om-6 
Dollars in billions 

proemn cow. 1882 1883 1994 lws 1996 1997 

Social Security/Railroad Retirement COLA options 

. 
On&year COLA freeze 

~ 
Limit 
Limit COLAS to one-half of consumer price index (CPU for 1 year 

COLAS to two-thirds of CPI (all years) 
Limit COLAS to CPI minus 1 percent (all years) 
Limit COLAS to CPI minus 2 percent (all vears) 

$7.0 $9.6 $9.7 $9.6 $3.3 S9.0 
3.5 4.6 4.9 4.8 4.7 4.5 
2.5 5.9 9.5 13.3 17.2 21.2 
1.8 4.3 6.9 9.5 12.3 15.0 
3.6 8.6 13.7 19.1 24.6 30.1 . . . 

Pa 
E 

full COLA on monthly benefits below WCI and 50 percent of 
OLA on benefits above that level (all years) 

Other Socii Security options 

0.9 2.1 3.5 4.0 6.1 7.4 

Reduce r 
T 

acement rate for each bracket of Social Security benefit 
formula y 5 percent 

Eliminate Social Security benefits for children of retirees aged 6264 
Lengthen Social Security benefit computation period by 3 years 
Improve targeting of Social Security Administration audits-state 

determinations of eliaibilitv for Social Security disabilii beruMs 

0.6 1.2 1.6 2.7 4.1 6.1 
0.1 0.3 0.4 0.6 0.6 0.7 

0 0.1 0.3 0.6 0.9 1.2 

0 0.1 0.1 0.1 0.1 0.1 

Re$r$ W& @curity disability benefits to medical factors atone for 
Increase waiting perii for Social Security disability benefits from 5 to 

6 months 

0.4 0.6 0.8 1.0 1.2 1.4 

0.2 0.2 0.2 0.2 0.2 0.2 

Federal retirement COLA options 
Freeze COLAS 1 year for federal retirees 2.0 2.8 2.8 3.0 3.1 3.2 
Cap COtAs at &I minus 0.5 percent (all years) 0.1 0.2 0.3 0.5 0.6 0.8 
Limit COLAS to two-thirds of CPl (atI years) 0.7 1.7 2.7 3.9 5.0 6.0 
Limit COLAS to CPI minus 1 percent (all vears) 0.5 1.2 1.9 2.7 3.5 4.3 - 
Limit COLAS to CPl minus 2 percent ieli &rsj 1.0 2.4 3.6 5.5 7.1 8.7 
Eliminate COLA for federal retirees under age 62 0.5 1.1 1.9 2.6 3.3 4.1 
Cap COLAS at CPl minus 1 percent for federal retiiees under age 62 0.1 0.3 0.4 0.6 0.8 1.0 

One-vear Suodemental Securttv Income COLA freeze 0.5 0.5 0.6 0.6 0.6 0.6 
Other federal retirement options 
End lump-sum payments for civilii retirees 
Base initial retirement benefit on 4-year average annual salary for 

civilian retirees 
Terminate reserve retirement program for new reservist6 
End VA disability benefit for low-rated disabiIlties 
End deoendents’ allowances for veteran6 with low-rated disabilities 

1.4 1.9 1.9 1.9 1.9 1.9 

. . 0.1 0.1 0.2 0.2 
0 0 0 0 0 0 

1.5 1.6 1.7 1.7 1.7 1.7 
0.3 0.3 0.3 0.3 0.3 0.3 
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Prog~~w. 
End VA disability and death compensation’for disabilities unrelated to 

military duties 
Reduce VA dependency and indemnity compensation payments to 

surviving spouses 

Ve; 1 ;zW$T income for VA pension recipients through match with 

1882 1999 1994 lgg5 1996 1007 

0.1 0.1 0.2 0.3 0.4 0.5 

0.3 0.5 0.6 0.6 1.0 1.2 

0.1 0.1 0.1 0.2 0.2 0.2 

Medicare 
Eliminate annual prospective paymeht system update for 1 year 
Rzlrrpective payment system by immediately reducing rates to 

Rerz ospective pa 
843 bvel less 1 8 

merit system by gradually reducing rates to 
percent 

5.6 6.0 6.2 6.5 6.6 7.1 

2.9 3.2 3.5 3.6 4.1 4.4 

3.1 4.6 6.3 6.1 10.2 12.6 
Gradually eliminate the disproportionate share adjustment in 

brosbective bavment svstem 0.3 0.6 1.1 1.6 2.1 2.5 
Eliminate the disproportionate share adjustment in prospective 

payment system 
Targeted reduction of disproportionate share and teaching 

adiustments 

1.7 1.6 2.0 2.2 2.4 2.6 

2.3 2.6 3.0 3.4 3.6 4.2 
Extend lbpercent reductii for capital expenditures and move slowly 

Discontinue coverage of eyegtaucw fdlowihg cataract 

to prospective reimbursement system 

surgery 

Move immediately to a prospectiie reimbursement system for capital 
expenditures 

Extend 15-percent reduction for capital expenditures 
Continue transition to prospective rates for outpatbnt facility costs 
Raduce ctayments for hosoitafs’ teachina DroQmms to4percent 
Reduce payments for hospitafs’ teaching programs to 6 percent 
Reduce direct payments for medical educatk~~ 

lncreaae safeguard funding (net savings) 

C medical equipment at fee schedule median 

Eliminate annual update in dWcii fees for 1 year 

0.9 0.9 1.0 1.2 1.4 1.6 

0.2 0.4 0.6 0.6 1.2 1.4 
1.0 1.2 1.3 1.4 1.5 1.6 
0.4 0.6 0.7 0.6 0.9 1.0 
1.3 1.5 1.6 1.6 2.0 2.2 
0.6 

0.1 

0.7 

0.1 

0.7 

0.1 

0.6 

0.1 

0.6 

0.1 

0.9 

0.1 

0.1 

1.1 

0.1 

1.0 

0.2 

1 .o 

0.2 

1.1 

0.2 

1.2 

0.3 

1.3 

0.6 

0.9 

0.6 

0.9 

0.6 

1 .o 

0.6 

1.0 

0.6 

1.0 

0.6 

1.0 
Reduce payments to physkMs for oven&& sewices 
Graduatiy increase premium to cover 30 percent of costs for 

bhvsicians’ servkes 

0.9 1.1 1.3 1.4 1.5 1.6 

2.0 3.7 5.9 6.5 11.6 14.2 
Set premium to cover 25 percent of costs in aIf years for physiciis’ 

SOfViCW 

Increase deductibfe for Hn&cians’ se&es-fixed $100 
1 .o 2.5 4.0 5.6 7.1 9.2 
0.6 0.6 0.7 0.7 0.6 0.6 . - 

Increase deductible for physicians’ sewicea-indexed $100 
Collect 2tl-percent coihsurahce on clinical lab aervkes 
Collect 2tSpercent coinsurance on home health and skilled nursing 

facility services 

0.8 1.0 1.4 1.8 
0.8 0.9 1.1 1.3 

0.2 0.2 0.3 0.3 

2.2 2.6 
1.5 1.7 

0.3 0.3 
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Plopram chafw 1992 1992 1994 1995 1986 1997 
Veterans’ medical care 

Close/convert inefficient VA hospital facilities 0.3 0.3 0.3 0.3 0.3 0.3 
Improve management and delivery of veterans’ health care 0.2 0.3 0.5 0.7 0.9 1.1 
Increase VA’s collection from third-party insurers for inpatient and 

outpatient care 
Expand VA’s insurance recoveries to include non-service-connected 

conditions 
Eliminate reimbursement of veterans for travel costs to VA facilities 
Eliminate medical and prosthetic research funding 
Reduce services for non-service-connected illnesses by 50 percent 

0.3 0.3 0.4 0.4 0.4 0.4 

0.1 0.2 0.2 0.2 0.2 0.2 
0.1 0.1 0.1 0.1 0.1 0.1 
0.2 0.2 0.2 0.2 0.3 0.3 
3.8 4.1 4.3 4.8 4.9 5.2 

End services for non-service-connected illnesses 7.7 8.3 8.8 9.3 9.8 10.4 

Other health programs 
Eliminate federal matching in Medicaid of state payments of Medicare 

premiums 0.7 0.7 0.8 0.8 0.8 0.9 
Reduce maternal and child health care block grant and preventive 

health services block grant 
Eliminate health professions’ education subsidies 
Prefund aovernment’s share of federal retirees’ health insurance costs 
Modify way hospitals are paid under federal employees health benefits 

program 
Require states to impose asset transfer restrictions and estate 

recovery programs for Medicaid nursing home programs 
Require states to expand/improve Mediid efforts to identify and 

recover improper oavments caused bv recipient/provider abuse 

0.3 0.3 0.4 0.4 0.4 0.4 
0.2 0.2 0.3 0.3 0.3 0.3 
0.3 0.4 0.4 0.5 0.5 0.5 

0 0.1 0.4 0.7 1 .o 1.3 

0.6 0.6 0.7 0.7 0.7 0.7 

0.4 0.5 0.5 0.6 0.6 0.6 

Rw$&Ftes to establish effective third-party recovery programs for 
Reduce federal funding for state Medicaid management information 

svstems 

0.9 1 .o 1.0 1 .o 1.1 1.1 

0.1 0.1 0.1 0.1 0.1 0.1 
Ex 

P 
and Medicaid income verification system to include access to 
reasurv bondholder information 0.1 0.1 0.1 0.1 0.1 0.1 

Low-home ruiatance 

Imrtrveorrelation between school lunch program subsidies and family 

Require states to pay a portion of food stamp benefits 
Reduce subsidy in child nutrition programs for higher-income families 
Reduce cost and increase borrower payments to 28 percent of income- 

rural housing program 
Eliminate new fending-rural housing loan program 
Reduce new lending by 50 percent-rural housing loan program 
Slow expansion of rural rental housing program 
Stop expansion of rural rental housing program 
lncreaae developers interest rate to 5 percent -rural rental housing 

assistance program 

0.3 0.3 0.3 0.3 0.3 0.3 
0.7 0.8 0.8 0.8 0.8 0.8 
0.4 0.5 0.5 0.5 0.5 0.5 

0.2 0.3 0.3 0.4 0.5 0.5 
1.3 1.4 1.3 1.3 1.3 1.3 
0.7 0.7 0.7 0.7 0.7 0.7 

I a . 0.1 0.1 0.1 
0.4 0.6 0.7 0.7 0.7 0.7 

. I . 0.1 0.1 0.1 
(continued) 
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Progmm change 
Modify fee structure for local and state agencies administering federal 

housing programs 
Housing assistance-replace new construction with vouchers 
Housing assistance-partially replace new construction with vouchers 
Reduce rental subsidies-shift costs to states or tenants 
Eliminate “shoppers incentive” from housing voucher program 
Require certification of assisted household income through employer 

wage data 
Eliminate funding of social services block grants 
Reduce funding of social services block grants 50 percent 
Reduce floor on Aid to Families With Dependent Children (AFDC) and 

Medicaid matching rate to 45 percent-increase state’s share of cost 
Reduce matching rate to 50 percent for administrative costs-AFDC, 

Medicaid, and food stamps 
Reduce matching rate to 45 percent for administrative costs-AFDC, 

Medicaid, and food stamps 
Reduce federal match for state administrative costs in AFDC 
Eliminate $50 child support payments to AFDC families 
Reduce federal matching rate for child support enforcement costs 
Decrease funding for the Job Opportunities in the Business Sector 

program (excluding administrative costs) 
Reduce funding for Office of Human Development Services programs 

(excluding Head Start) 
Eliminate tow-income home energy assistance program 
Scale back low-income home energy assistance program 
End funding for Legal Services Corporation 
Eliminate Job Trainin Partnership Act, title IIB-Summer Youth 

Employment and rarnrng Program $- 

Agmprognms 

1992 1993 1994 1995 1990 lgg? 

0.1 0.1 0.1 0.1 0.1 0.1 
0 0.2 0.4 0.5 0.6 0.6 
. 0.1 0.2 0.3 0.3 0.3 

0.5 0.8 1.1 1.4 1.7 2.0 
0.2 0.2 0.2 0.2 0.2 0.2 

0.2 0.2 0.2 0.2 0.2 0.2 
2.8 2.8 2.8 2.8 2.8 0.3 
1.4 1.4 1.4 1.4 1.4 1.4 

3.0 3.3 3.5 3.9 4.2 4.5 

0.3 0.4 0.4 0.4 0.5 0.5 

0.8 0.8 0.9 0.9 1 .o 1.1 
0.2 0.2 0.2 0.3 0.3 0.3 
0.1 0.1 0.2 0.2 0.2 0.2 
0.4 0.4 0.4 0.4 0.4 0.4 

0.1 0.1 0.1 0.1 0.1 0.1 

. 0.1 0.1 0.1 0.1 0.1 
1.5 1.6 1.6 1.7 1.7 1.7 
0.8 0.8 0.8 0.9 0.9 0.9 
0.3 0.4 0.4 0.4 0.4 0.4 

0 0.5 0.7 0.7 0.7 0.7 

Eliminate honev proaram ~~ 
Eliminate wool and mohair program 
Reduce deficiency payments by lowering target prk~s 

0.1 0.1 0.1 0.1 0.1 0.1 
0.1 0.1 0.1 0.1 0.1 0.1 
0.3 1.2 2.3 3.4 4.1 4.8 

i 0.5 
0.4 0.3 0.3 0.3 0.3 0.4 

Reduce deficiency payments by reducing crop viekI calcutetii 0.5 0.5 0.5 0.5 04 
Replace deficiency payments-volume b 
Reduce portion of land eligiie for deficiincy payments 0.3 0.2 0.3 0.2 0.3 0.3 
Increase the unpaid acreage requirement 3.1 3.2 2.9 2.5 2.5 2.5 
Restrict Mice su~wrt etiaibilitv and reduce payment limitation to 84QooO 0.5 0.5 0.5 0.5 0.5 0.5 
Reduce farmers’ production eligible for government support 2.0 1.2 1.1 0.9 0.9 0.9 
Eliminate export enhancement program 0.3 0.2 0.2 0.2 0.2 0.2 
Eliminate targeted export assistance program 0.2 0.2 0.2 0.2 0.2 0.2 
Cut dairy price supports-require producer contributions 0.3 0.4 0.4 0.4 0.4 0.4 
Eliminate dairy program 1 .o 1.0 1.0 1 .o 1 .o 1.0 

(continued) 
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Proa8mohanw 1981 1998 la94 la@5 19% 1997 
Make crop insurance coverage mandatory as a condition for Agricultural 

Credit Insurance Fund eligrbility 
Make crop insurance coverage mandatory for CCC participants 
Reduce Farmers Home Administration (FmHA) lending authority 
Eliminate FmHA direct tending 
Reduce federal suowrt for aariculture research and extension actiiities 

* . . a 1 . 

0.1 0.1 0.1 0.2 0.2 0.2 
0.2 0.2 0.2 0.2 0.2 0.2 
0.3 0.3 0.3 0.3 0.3 0.3 
0.3 0.4 0.4 0.4 0.4 0.4 

Mtmtion and training program0 

Stafford loans-reduce lenders’ interest rate subsiies by 0.5 percent 0.1 0.1 0.1 0.2 0.2 0.2 
Stafford bans-have postsecondary institutions pay a cooriginatii fee 0.5 0.5 0.5 0.5 0.5 0.5 

dary institutions pay a loan default fea 0.2 0.2 0.2 0.2 0.2 0.2 Stafford loans-have postsecon 
Require tenders to share in the risk of guarantead stubenttoan defautts 
Increase guaranty agencies’ risk in guaranteed student loans that defautt 
Require guaranty agencies to participate in IRS tax refund offset program 

0 0.1 0.2 0.2 0.2 0.2 
0 0.1 0.1 0.1 0.1 0.1 
0 0.1 0.1 0.1 0.1 0.1 

Allow Department of Education to recall defaulted student loans when 
auarantor collectii efforts are ineffective 

Eliminate administrative cost allowances paid to guaranteed student loan 
guaranty agencies 

Extend current eligibility requirements for SLS program 
Reduce interest subsidy pa ments to lenders making and/or holding 

federally guaranteed stu J ent loans 
Discontinue federal funding of the Perkins loan program 
Eliminate Stafford loan eligibility for students attending schoots with 

default rates over 40 percent 

l . I L  I 1  

0.1 0.1 0.1 0.1 0.1 0.1 

0 0 0.1 0.1 0.1 0.1 
0.2 0.2 0.2 0.2 0.2 0.2 

0.3 0.3 0.3 0.3 0.3 0.3 
Require Stafford program borrowers to have high scfyol diplomas or 

graduate equivalency degrees 
Eliminate SLS and PLUS oroorams 

0.1 0.1 0.1 0.1 0.1 0.1 
0.9 0.9 0.9 0.9 0.9 0.9 
0.1 0.1 0.1 0.1 0.1 0.1 Eliminate untargeted portion of math and + cience funding 

Eliminate untargeted portion of vocational educetii fun&g 0.3 0.4 0.4 0.4 0.4 0.4 
Eliminate impact aid for “b” children 0.1 0.1 0.1 0.2 0.2 0.2 
Phase out impact aid to school districts for “b” c hildren . . . I . I 

Eliminate half of impact aid for “a” children 0.5 0.5 0.5 0.5 0.1 0.1 
0.8 0.9 0.9 0.9 0.9 Eliminate impact aid for “a” and “b” chiklren 

Phase out impact aid to school districts with bw pcoportions of fedarally 
connected “a” children 0.1 0.1 0.1 0.1 0.1 0.1 

PhthvU;;; impact aid to school districts with less than 1520 percent “a” 

Phase out block grant portion of the school improvement program 
Eliminate federal funding for campus-based studant aid 
Eliminate campus-based aid and redirect 50 percent of the savings to 

Pell Grants 
Redu~~sll Grant funding and increase targeting to lower-income 

. . . . . . 

0.5 0.5 0.5 0.5 0.5 0.5 
1.3 1.3 1.4 1.4 1.4 1.4 

0.8 0.7 

0.3 0.3 

0.7 

0.3 

0.7 

0.3 

0.7 0.7 

0.3 0.3 
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Progmm change 1992 19@3 1994 la@5 1886 1997 
Eliminate funding for the arts and humanities 1 .o 1.0 1.1 1.1 1.2 1.2 
Reduce funding by 50 percent for the arts and humanities 0.5 0.5 0.5 0.6 0.6 0.6 
Eliminate National Sea Grant College Program I . I . . . 

Tranrpoftation pfogmmr 

End AMTRAK grants 
Reduce mass transit aid 
Eliminate operating assistance for mass transit 
Reduce federal share of mass transit capital projects (section 9) grant 

program 
Eliminate airport grants-in-aid 
Cancel procurement of air traffic control system 
Establish Federal Aviation Administration (FAA) as a private oorporation 
Reduce new hiihway spending 
Eliminate procurement of helicopters for drug interdiction 
Reduce size of buoy tender procurement 
Reduce miscellaneous FAA facilities and equipment funding 

Rnowch and dwdopmont l nd ap@ca prognrm 

0.7 0.7 0.7 0.7 0.6 0.6 
0.6 0.9 1.2 1.4 1.6 1.6 
0.7 0.7 0.7 0.7 0.8 0.6 

0.5 0.5 0.5 0.3 0.3 0.3 
1.4 1.5 1.6 1.6 1.7 1.6 

. 0.5 0.2 0.3 0.1 0.1 
3.9 4.5 4.9 5.4 5.9 6.4 
0.3 1.4 1.9 2.3 2.7 3.1 

. . . . . I 

. I . . . . 

0.1 0.1 0.1 0.1 0.2 0.2 

Cancel the space station 
Postpone new spacecraft development projacts 
Cancel National Aeronautics and Space Administration research and 

technology programs 
Suspend construction of supercollii for 2 years 
Cancel supercollider 
Reduce National Institutes of Health (NIH) resee&r funding 
Reduce NIH overhead funds by 50 percent 

0.9 1.5 1.9 2.0 2.1 2.2 
0.1 0.2 0.2 0.3 0.3 0.3 

0.1 0.1 0.1 0.1 0.1 0.1 
0.1 0.1 I . * * 

0.1 0.1 0.2 0.2 0.2 0.2 
0.7 0.8 0.8 0.9 0.9 0.9 
0.5 0.5 0.5 0.6 0.6 0.6 

Eliminate EXIM Bank 
Reduce Rural Etectrificatii Administratii tending 
Eliminate further fundiig for cban co4 t@hnokQy program 
Delay oil fill for strategic petrdeum reserve 
Reduce nuclear waste fund outtaya 
Cut DDE labs’ discretionary research and dW&pment activitiee 
Shift funding of the Fast Flux Test Facitity to the private sector 
Purchase natural gas from wetthead 
Cancel advanced reactor research and ckwkpment progrem 
Cancel light water nuclapr reactor program 
Eliminate civilian radioactive waste rwearch and d#&pment program 

0.2 0.3 
0.2 0.3 
0.4 0.2 
0.4 0.4 
0.1 0.1 
0.1 0.1 
0.1 0.1 
0.1 0.1 

8 I 
8 I 
8 . 

0.3 0.3 
0.4 0.5 
0.3 0.5 
0.4 0.4 
0.1 0.1 
0.1 0.1 
0.1 0.1 
0.1 0.1 

. 1 

. a 

. . 

0.3 0.3 
0.7 0.8 
0.5 0.5 
0.4 0.4 
0.1 0.1 
0.1 0.1 
0.1 0.1 
0.1 0.1 

. . 
a a 
. a 
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GAO/ocx34MA The Budget Ddldt 



Pfogmm chongo 1882 lffl 1994 188s l@@@ 1007 
Super-fund enforcement program reforms . 0.1 0.1 0.1 0.2 0.2 
Eliminate federal water subsidies 0.8 0.8 0.8 0.8 0.8 0.8 
Change revenue-sharing formula to a net receipt basis for commerciaf 

activity on federal lands 
Eliminate wastewater construction grants 
Include foreign deposits of US. banks in Federal Deposit Insurance 

Corporation insurance base 
Discontinue not-for-profit postal subsidies 
End SBA loans (end all credit programs) 
End SBA loans and loan guarantees (except minority and disaster 

miwW 
End SBA procurement of automated source system 
End Economic Development Administration funding 
Restrict eligibility and reduce funding for community development block 

grants 

0.2 0.2 0.2 0.2 0.2 0.2 
0.2 0.5 1.1 1.8 1.9 2.1 

0.3 0.3 0.3 0.3 0.3 0.3 
0.4 0.4 0.4 0.4 0.5 0.5 
0.3 0.4 0.5 0.8 0.8 0.6 

. 0.1 ,0.3 0.3 0.4 0.4 

. . . . . I 

0.1 0.2 0.2 0.2 0.3 0.3 

0.2 0.4 0.4 0.5 0.5 0.5 
End community development block grant funding 0.1 1.4 2.7 3.2 3.4 3.5 
Eliminate National Oceanic and Atmospheric Administration fleet 0.1 0.1 0.1 0.1 0.1 0.1 
Cancet second tritium oroduction reactor 0.4 0.4 0.4 0.4 0.4 0.4 
End state&al energy conservation assistance grants 0.2 0.2 0.2 0.2 0.2 0.2 

Podomlpay8ndworkforco 

Impose l-year civilian pay freeze (savings for civilian agencies only) 1.0 1.4 1.5 1.5 1.6 1.7 
Freeze civilian my raises for 1 year and delay adjustment 3 months 1.0 1.8 2.0 2.1 2.2 2.3 
Limit pay raises to CPI minus 2 percent and detay adjustment 3 months 0.6 1.3 2.0 2.8 3.6 4.4 
Increase productivity without constraining pay raises 2.2 2.3 2.4 2.4 2.6 2.6 
Restrict match on thrift contribution to 50 percent (savings for civilian 

agencies only) 
Modify the Davis Bacon Act 
Reoeaf the Davis Bacon Act 

0.1 0.1 0.1 0.1 0.1 0.1 
0.2 0.4 0.6 0.6 0.7 0.7 
0.3 0.8 1.1 1.2 1.3 1.4 -r-m 

Modifv the Service Contract Act 0.1 0.2 0.2 0.2 0.2 0.2 

One-vear freeze in discretionarv brwrams 3.0 4.9 5.7 6.2 6.6 7.0 - ~, . . - 
Partialtv replace new construction for etderty (section 202) with certificate 0.1 0.1 0.2 0.2 0.2 0.2 
lncreaee use of alternatives to foreclosures to reduce VA’s to&~ 
Eliminate VA home loan program 
Eliminate Federal Crime Insurance Program 
Eliminate the P.L. 480, title 1 Food Aid Program 
Require a P-week waiting period for unemployment insurance 
Eliminate trade adjustment assistance cash bemfits 
End trade adiustment assistance 

0.1 0.1 0.1 0.1 0.1 0.1 
0.9 0.9 1.0 1.0 1.0 1.0 

b b I I b I 

0.9 0.9 0.9 0.9 0.9 0.9 
1.1 1.2 1.2 1.2 1.2 1.2 
0.2 0.2 0.2 0.2 0.2 0.2 
0.2 0.2 0.2 0.2 0.2 0.2 

(continued) 
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Progmm chenge 1992 1999 1994 1996 lggg 1997 
Do not extend the taraeted iobs tax credit oroaram 0.3 0.3 0.3 0.3 0.3 0.3 

Sell PMA 1.2 0.1 0.1 0.1 0.1 0.1 
Reform PMA debt policies 0.3 0.3 0.3 0.3 0.3 0.3 
Naval Petroleum Reserve leasing reforms 0.3 0.3 0.6 0.6 0.6 0.6 
Increase HUD user fees 
Share in profits of irrigated land sales 
Ooen the Arctic to oil and gas development 

I I . a . . 
a . . 1 . . 

0 2.7 0.6 0.6 2.5 1.2 
Arctic National Wildlife Refuge development fees . 1.6 0.1 0.9 0.1 0.1 
Refinance high-interest-rate section 235 mortgage 0.1 0.1 0.1 0.1 0.1 0.1 
User fees for special weather services . . . . . 1 

Increase SBA loan guarantee fees 
Increase SBA publication fees 

Stafford loans-make students pay interest while in school 
Stafford loans-raise students’ interest rates and accrue interest during 

current after-school grace period 
Stafford loans-raise students’ interest rates after they leave school 
Increase borrowers’ interest rates on Stafford and consolidated student 

loans 
Charge borrowers in Loan Consolidation, SLS, and PLUS programs a 

loan oriaination fee 

0.1 0.1 0.1 0.1 0.1 0.1 
I . . l . . 

0.1 0.3 0.6 0.7 0.6 0.6 

0.1 0.1 0.3 0.4 0.4 0.4 
. I 0.1 0.1 0.1 0.1 

. 0.1 0.2 0.2 0.2 0.2 

0.2 0.2 0.2 0.2 0.2 0.2 
Improve pricina from federal water sates . . . . . I 
Improve pricing of grazing fees . . l . . I 

Improve pricing from timber sales-national forests . 0.1 0.1 0.1 0.1 0.1 
Increase harbor maintenance tax 0.3 0.3 0.4 0.4 0.4 0.4 
Phase out premium subsidies for crop insurance 0.2 0.3 0.4 0.6 0.6 0.6 
Auction Federal Communications Commission licenses 0.4 0.4 I l . . 

Increase Federal Communications Commission filing fees 0.1 0.1 0.1 0.1 0.1 0.1 
Impose a royalty payment on communications users of efectromagnetic 

spectrum 
Raise fees to cover 100 percent of operations and maintenance for the 

Inland Water Svstem 

1.8 1.9 2.1 2.2 2.2 2.2 

0.3 0.4 0.4 0.4 0.4 0.4 
Charge user fee for prescriptions filled by VA 0.1 0.1 0.1 0.1 0.1 0.1 
Raise maximum VA housing loan fee from 1.25 to 4 percent 0.3 0.4 0.3 0.3 0.3 0.3 
Raise maximum VA housino loan fee from 1.25 to 2 percent 0.1 0.1 0.1 1. I I 

Establish charges for airport takeoff and landing slots 0.3 0.3 0.3 0.3 0.3 0.3 
Raise aviation ticket tax to 10 percent 2.3 2.5 2.7 3.0 3.0 3.3 
Increase taxes to cover costs imposed by aviation users 4.7 5.0 5.4 5.9 6.3 6.7 
Charae for use of Corps of Enaineers recreatiin woiects l . l . a  . 

Increase Corps of Engineers fees for flood pfain management planning 
assistance I I . 1 l 1  
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Proonmc~ 
Increase Corps of Engineers fees for navigation and wetland permits 
Raise National Park Service fees to cover 100 percent of recreation 

facilitiis’ costs 
Raise Forest Service fees to cover 100 percent of recreation facilities 

costs 

la@2 la83 1994 1995 1995 1997 
. 8 . a a a 

0.2 0.2 0.2 0.2 0.2 0.2 

0.2 0.2 0.2 0.2 0.2 0.2 
Impose a bpercent tax on the commercial fish and shellfish catch 
Recover 100 percent of costs for Coast Guard servkxs provided to 

commercial and pleasure boats 

0.1 0.1 0.1 0.1 0.1 0.1 

0.7 0.8 0.8 0.8 0.8 0.8 
Estabtish Ccast Guard commercial vessel inspection fees . a * P a a 

Raise Patent and Trademark Cffice aodition fees 0.1 0.1 0.1 0.1 0.1 0.1 
Universab charge for laboratory accreditation services 0.2 0.2 0.2 0.2 0.2 0.2 

R~a~dtining claim fees and eliminate the patenting of hardrock mining 0.1 0.1 0.1 0.1 0.1 0.1 
Chame full market value for hardrcck mining claims 0.3 0.3 0.3 0.3 0.3 0.3 
Raise rate of Nuclear Regulatory Commission licensing fees to 75 

percent of program costs 
Establish charaes for Food and Drua Administration review of human 

0.2 0.2 0.2 0.2 0.2 0.2 

drug prod&s 0.1 0.1 0.1 0.1 0.1 0.1 
Charge fees to cover all regutatcry and inapaction costs 2.7 2.8 2.9 3.1 3.2 3.3 

Qss than Jso millii. 
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Appendix V 

Detailed Breakdown of Revenue Options 

In this appendix, we discuss in detail a number of the building blocks for 
the different revenue options. In the first section, tables V. 1 through V.3 
list the specific revenue measures included in each of the approaches 
(discussed in ch. 7) for raising $60 billion, $120 billion, or $170 billion. 
These tables not only list the measures included in each of our examples 
but also give estimates of revenue for fiscal years 1992-97. 

In the second section of this appendix, we discuss the impacts of the 
various proposals. Where we are able, we attempt to provide an indica- 
tion of which income groups will be most affected by the particular pro- 
posal. In other cases, we provide more general characterizations of the 
effect of the tax by income group or by sector of the economy. 

In a third section, table V. 10 identifies additional revenue options, 

SelectedRevenue Unless otherwise noted, the revenue estimates for each measure are 

PackagesforRaising 
based on Reducing the Deficit: Spending and Revenue Options, CEO (Feb. 
1990). 

$6OBillion, 
$lZOBillion,or Although CBO presented revenue estimates and the Joint Committee 

$17OBillion 
staff calculated tax expenditures through fiscal year 1996, we extrapo- 
lated to fiscal year 1997 using the growth trends implicit in the relevant 
sources. Each revenue and tax expenditure estimate is done indepen- 
dently of the others, so that interactive effects are not taken into 
account. This means that care must be exercised in interpreting the sum- 
mation of these elements. Both the revenue and tax expenditure esti- 
mates also reflect the economic assumptions prevailing at the time the 
estimates were made. In addition, the tax expenditure estimates assume 
that the particular tax preference applies to all current and future bene- 
f’iciarks, so that fully recapturing the tax benefit would require 
applying any restrictions retroactively. 
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Tale V.1:Potonurl$80 Mbn R- P8ckogm 
Ddlars in billions 
Rmmnue emme l xemple la@2 1883 1994 199s 1996 1997 

Slngle revenue source 

Income tax rate increases 

Increase individual rates to 1630, and 33 percent 640 644 947 $52 $57 $62 
Increase corporate rate to 35 percent 3 3 3 

ToteI 943 946 Dso 9si c 9s: 

Income tax base broadeners 
Eliminate one or two of the largest tax expenditures 

Net exclusion of pension contributions and earningti 
Totel 

6s4 9!S7 $59 $67 
967 

Mortgage interest deduction’ 934 936 938 $40 $41 $43 

State and local nonbusiness income and personal property tax deduction’ 22 23 25 27 29 31 

ToteI as6 999 963 997 $70 974 

Limit a full range of tax expenditures 
Impose S-percent tax on investment income of life insurance, annuities, 

pensions, and individual retirement accounts (KIA) 99 910 $10 $11 $12 $12 
Tax 50 percent of Social Security benefits, without thresholds 8 8 9 9 10 10 
Tax 30 percent of capital gains from home sates 6 8 9 10 10 10 
Tax employer-paid health benefits in excess of 93,OW per family par year 6 6 7 8 9 10 
Limit deductibility of state and local taxes to 9 percent of adjusted gross 

income (AGI) 5 5 6 6 7 7 
Disallow deductions for 50 percent of meals and entertainment expenses 3 4 4 4 4 5 
Tax employer-paid life insurance premiums 2 2 2 3 3 3 
Limit mortgage interest deduction to S12,ooO for individual, 920,000 for 

joint returns 2 2 2 2 2 3 
Eliminate all private-purpose tax-exempt bonds 
Tax capital gains held until death on basis carryover 

Total 

Consumption/excise taxes 

1 1 1 2 2 3 
0 1 1 1 1 2 

949 947 ssl $56 tso $65 
1 

Increase excise taxes on alcohol to restore 1970 value and equalize based 
on the rate for distilled spiritsb 923 924 $25 926 $28 $29 

Double the tax on cigarettes 
Raise motor fuel taxes by 90.20 per gallon (phased in) 

3 3 3 3 3 3 
4 8 12 16 19 19 

Impose OS-percent tax on the transfer of securitii 
T&d 

14 15 
564 996 

(contmued) 
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Mixed revenue aourcea 

Income tax rate increases and excise taxes 
Add a 33 percent individual tax bracket 
Increase excise taxes on alcohol to restore 1970 value and equalize based 

on the rate for diitikd spirw 
Double the tax on cigpmttes 
Increase motor fuel taxes by $0.20 per gallon (phased in) 

mad 

$8 $9 $10 $11 $13 $14 

23 24 25 26 28 29 
3 3 3 3 3 3 

Income tax base broadeners and excise taxes 
Allow itemized deductions agbnst 15 percent mwgind r8te onlyc 
I- motor fuel taxes by So.20 par @on (phaeed in) 

Tobl 

$28 S3l $32 $34 $36 $39 
4 8 12 16 19 19 

aa $3) $44 ss9 $96 $68 

Ihrc* U@ tuC -We Rgurc# br#d on ovrvirm ol the Fedeml Tax System, Committee on Weys 
md mana, U.S. btause of ~tepmmtativea (June 4, two). 

%e8ewtlmatwuefrwl of Powibb Opticna to lncrewe Revenues. prepered for the Com- 
mitteealmyaaldMam8 oi m J&t Omdttea on Taxatii and of the Committee on Ways and 
- (lrn. 
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Table V.2: Potential $120 Billion Revenue Pa&ages 
Dollars in billions 
Rovenue8oufceexample 1992 1993 1994 1995 19% lPfi7 

Slnalefevenuesource 

$77 $84 $91 $99 $107 $115 
Income tax rate increases 

Increase individual tax rates to 17, 32, and 36 percent 
Increase corporate tax rate to 36 percent 5 5 6 6 6 7 

TOW 662 999 $97 $109 $113 $122 

Income tax base broadeners 

Tax 85 percent of Social 

Eliminate deductibility of state and local taxes 
Security benefits 

Impose 5percent tax on investment income of life insurance, annuities, 
pensions, and IRAs 

630 331 $33 $36 $38 $41 
20 21 23 24 26 27 

9 10 10 11 12 12 
Allow deductions for home mortgage interest against 15percent rate 

only 
Tax 36 percent of the capital oains from home sales 

10 11 13 15 17 19 
6 8 9 10 10 10 

Cap deductible health insurance premiums at $3,000 per family per year 6 6 7 6 9 10 
Disallow 50 percent of deduction for business meals and entertainment 

expense 3 4 4 4 4 5 
Tax capital gains held until death on a carryover basis 

Total 
0 

6% d d 
1- 1 2 

$109 $117 $129 

Consumption/excise taxes 
Impose 5percent value-added tax with one-third of the revenue devoted 

to tax rebates and/or low-income entitlements 
TOtd 

660 $91 $99 $107 $114 $122 
%o $91 $99 $107 $114 $122 

Mlxedrevenue8ources 

Income tax rate increases and base broadeners 
Raise individual income tax rates to 16, 30, and 33 percent 
Raise corporate rate to 35 percent 

340 $44 $47 $52 $57 $62 
3 3 3 3 3 3 

Tax 85 percent of Social Security benefits, without threshotds 
Allow deductions of mortgage interest only on the basis of %-percent 

rate 

20 21 23 24 26 27 

10 11 13 15 17 19 
Disallow 56 percent of deduction for business meals and entertainment 

expense 
Tax capital aains held until death on last income tax return of deceased 

3 4 4 4 4 5 
2 2 3 3 4 4 

TOW $76 6% $% $101 $111 ~~ $120 
(continued) 
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Consumption-income tax base broadener examples 
Raise cigarette tax to 32 cents per pack $3 $3 $3 $3 $3 $3 
Increase taxes on distilled spirits, beer, and wine to 25 cents per ounce 

of alcohol 7 7 8 8 8 8 
Impose tax on domestic and imported oil of $5 per barrel 20 21 21 21 22 23 
Impose tax on air pollutants-nitrogen oxides from stationary sources 2 2 2 2 2 2 
Impose tax on air pollutants-sulpher oxides from stationary sources 3 3 3 3 3 3 
Impose tax on air pollutants-emissions from mobile sources 3 3 3 3 3 3 
Impose tax on air pollutants-volatile organic compounds from stationary 

sources 10 10 10 10 10 10 
Impose tax on water pollutants 2 2 2 2 2 2 
Tax 30 percent of capital gains from home sales 8 8 9 10 10 10 
Adopt base broadeners listed in preceding example 35 38 43 48 51 55 

Tot4 $91 $87 $104 $100 $114 $119 
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Dollars in billions 
Rownuorourceeumph 1992 1992 1984 188s 189s 1997 

Income tax rates 
Increase individual rates to 18,34, and 37 percent 
Increase corporate rate to 36 percent 

Total 

$111 $126 $130 $141 $153 $165 
5 5 6 6 6 7 

$116 t12S $136 $147 $159 $172 

Income tax base broadeners 
Eliminate net exclusion of pension contributions and earnings. 
Eliminate exclusion of contributions for health insurance’ 
Eliminate deductibility of mortgage interest’ 
Eliminate deductibility of nonbusiness state and local income and 

bersonal txomty taxed 

$54 $57 $59 $61 $64 $87 
38 42 47 50 52 55 
34 36 38 40 41 43 

22 23 25 27 29 31 
TOM $148 $156 $169 $178 $186 ~ $196 

Consumbtion taxes 
lmoose a 5-percent broad-based value-added tax $89 $136 $148 $159 $171 $182 

TOW $89 $126 SW $159 $171 $182 

Mlxodrovonuoaourcos 

Income tax rate increases and base broadeners 
Increase individual rates to 16,30, and 33 percent $40 $44 $47 $52 $57 $62 
Increase corporate rate to 35 percent 3 3 3 3 3 3 
Cap or eliminate an assortment of deductions or exclusions from income 

tax base 
Eliminate deduction for state and local taxes 30 31 33 36 38 41 
Tax 56 oercent of Social Security benefits. without thresholds 8 8 9 9 10 10 
Impose Spercent tax on investment income of life insurance, annuities, 

pensions. and IRAs 9 10 10 11 12 12 
Allow home mortgage interest deduction against 1 B-percent rate only 10 11 13 15 17 19 
Cap deductible health insurance premiums at $3,000 per family per 

year 6 6 7 8 9 10 
Disallow 50 percent of deduction for business meals and 

entertainment exbansa 3 4 4 4 4 5 
(continued) 
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Tax capital gains held until death on a carryover basis 0 1 1 1 1 2 
Tax employer-paid life insurance premiums 2 2 2 3 3 3 

Total $111 $120 $129 9142 $194 $167 

Consumotion tax and income tax rate increases - 
Impose 5-percent value-added tax with 20 percent of the revenue 

devoted to tax rebates and/or low-income entitlements $72 $108 $118 $127 $136 $146 
Add a 33-percent bracket 8 9 10 11 13 14 
Increase corporate tax rate to 36 percent 5 5 6 6 6 7 

Total $84 $122 $134 9144 $155 $167 

These are tax expenditure figures baaed on Overview of the Federal Tax System, Committee on Ways 
and Means, US. House of Representatives (June 4, 1990). 

Distributional and In this section, we examine the distributional effects of some of the pro- 

Allocative Effects of 
posals provided in the report and in the previous section. We examine in 
some detail those proposals that involve either the (1) a reduction or an 

Specific Revenue 
Options 

elimination of some deduction or (2) an increase in the extent to which 
some element of income is included in the tax base. We also provide an 
overview of the effect of tax rate increases on people at various AGI 

levels. This analysis is based on the IRS’S Statistics of Income data for 
tax year 1987. Since the current rate structure for the income tax did 
not become effective until tax year 1988, we had to project our data to 
1988 in order to examine the impact of rate schedule changes. (See 
tables V.4 through V.6.) 

We also discuss the equity and efficiency effects of certain other pro- 
posals to tax income that is currently not included in the tax base, to 
extend certain existing excise taxes, and to introduce a new broad-based 
consumption tax. This discussion is based on the CBO report entitled 
Reducing the Deficit: Spending and Revenue Options, the CBO report enti- 
tled Federal Taxation of Tobacco, Alcoholic Beverages, and Motor Fuels, 
the Statistics of Income data, and general literature on the economics of 
taxation. 
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1997 mmnue gain Description of current law and/or effect of change 
2. Tax 30 percent of capital gains on sales. 10 This proposal repeals the rollover, creating a 

disincentive to move, but taxes all gains at a 
oreferential rate comoared with other assets 

Include greater proportion of Social Security income 
with or without a threshold. 

Currently, between 3 and 4 percent of taxpayers have 
taxable Social Security benefits. If income thresholds 
of $25,000 for an individual and $32,000 for a couple 
are maintained, inflation and income growth will lead 
to taxing larger amounts for this group; the number 
affected will increase over time with increases in 
income and benefits. If thresholds are lowered or 
eliminated, more people will be affected. 

1. include 50 percent of Social Security benefits but 
remove threshold. 

10 This mechanism treats all employer contributions and 
interest on those contributions as if they were taxable 
when received as retirement income. For an individual 
receiving the maximum level of Social Security 
benefits and no other income, taxable income would 
be zero after subtracting the standard deduction and 
personal exemption. - 

2. Include 85 percent of Social Security benefits but 
keep threshold. 

7 CBO estimates that 15 percent of the maximum 
benefit can be attributable to the employee’s 
contribution. The remainder, 85 percent, has never 
been taxed. If the taxable proportion were increased, 
more people would be subject to tax, and those 
currently subject would pay more. Over time, unless 
the threshold were raised, a larger proportion of the 
retired population would be taxed on this form of 
income. 

3. Include 85 percent of Social Security benefits 
without threshold. 

27 The rationale for 85 percent is the same as above. The 
effect would be much broader. After subtracting 
oersonal exembtions and the standard deduction, an 
individual receking $S,SCS per year in benefits would 
pay tax on less than $1,500. Someone receiving the 
maximum, about $11,700, would pay tax on about 
$4,100. 

include all or part of certain fringe benefits in AGI. This would reduce the economic inefficiencies 
associated with recipients’ consuming more fringe 
benefits than thev would if thev caid out of their after- 
tax incomes. It would also reduce the inequity 
whereby employees who receive frin es pay lower 

9, taxes on their overall compensation t an do 
employees who receive only wages or salaries 

(continued) 
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option 
1, Tax employer-paid life insurance benefits. 

1997 rovenuo gain Description of current law and/or effect of change 
3 One potential problem with this proposal is that 

employers might simply substitute by offering larger 
death benefits on pension plans and less life 
insurance. 

2. Tax employer-paid health insurance above ceilings 
of $3,000 for families and $1,200 for individuals per 

10 This proposal would affect about half of all individual 
tax-filing units. It would reduce discrimination against 

year. those Who pay for their own insurance and are - 
constrained by the restrictions on the medical 
expenses deduction. 

3. Tax all health insurance contributions paid by 
employers and disallow deduction for self-employed. 

55 This option would eliminate the discriminatron 
described above and would tax more people than the 
previous option. 

4. Impose a 3-percent excise tax on the value of 
nonretirement fringe benefits. 

6 Most of the revenues from this option would come 
from taxing health insurance benefits. Benefits would 
be taxed in a proportional rather than progressive 
manner. 

Tax certain types of investment income that are 
currently tax-preferred. 

Current law subsidizes certain forms of saving for 
retirement by allowing tax to be deferred. 

1. Impose a 5percent tax on investment income of 
pensk~~s, IRA% life insurance policies, and deferred 
annuities. 

12 Higher-paid workers have greater access to these tax 
benefits than lower-paid workers. Taxing investment 
income meant for retirement could reduce the 
incentive to save for retirement. 

2. Eliminate net exclusion of pension contributions and 
earnings. 

67 This proposal would eliminate the tax advantage for 
some forms of retirement funds or savinas. 
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Tablo v.(: cotpmto lncoma Tax clmgaa 
Dollars in billions 

Reduce or eliminate deductions for meals and 
entertainment expenses 

lW7mfonueOr(n Doacrlption of current law and/or effect of change 
The tax code allows the deduction of ordinarv 
business ex 
Currently, 8 

nses but not personal living costs. 
percent of the cost of business meals 

and entertainment can be deducted. 
1. Disallow deductions for 50 percent of these 
expenses. 

2. Disallow deductions for these expenses 

$5 This proposal would further discoura e the deduction 
of personal costs as business costs. t could have B 
negative effects on restaurants and the entertainment 
industry. 

13 Same as above. 

The Joint Committee staff has estimated that under current law, about 
$60 billion in fiscal year 1996 tax expenditures will be attributable to 
the corporate income tax. While there are about 70 individual items, 
each amounting to $10 million or more, only eight amount to more than 
$1 billion each. As a result, we are not including a large list of small 
corporate base broadeners. 

Income Tax Rate Increases Raising the lowest bracket rate raises the most revenue per percentage 
point increase, since that rate applies to so much taxable income. We 
estimated that in 1988, about 66 percent of taxable income would have 
been affected by any increase in the E-percent rate.1 By comparison, an 
increase in the 28-percent rate would have affected about 36 percent of 
taxable income. The addition of a third tax bracket, beginmng at a tax- 
able income of $89,660 for single filers ($149,260 for joint filers), would 
have affected only 8 to 9 percent of taxable income. 

The 16-percent marginal tax bracket primarily affects lower-middle 
income and middle-income taxpayers. About 86 percent of the taxpayers 
(based on our projections to tax year 1988) whose taxes would have 
increased due to an increase in the 16-percent marginal rate were in AGI 
brackets between $6,000 and $60,000. Over 90 percent of the taxpayers 
who would have been affected by an increase in the 28-percent rate had 
AGIS between $20,000 and $100,000 per year. Therefore, raising this 
bracket rate would affect the marginal tax rate of those in the middle- 
income to upper-middle-income groups. Almost all of the taxpayers who 

‘Aamdlsheofthbtaxabkimome wuddnatbearthefulleffectoftherateincreasebecausesome 
ofthebenefitoftheloffestratealresdyirphasedoutfortwpeyersaboveacertainincomelevel. 
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would have borne the burden of the additional tax bracket described 
above had AGIS greater than $100,000. 

Raising the highest corporate rate would affect primarily the larger cor- 
porations. They account for a small percentage of corporate taxpayers, 
but they generate a very substantial part of corporate income tax reve- 
nues. There is no clear consensus on who pays the corporate income tax, 
but those who have an opinion usually believe some significant propor- 
tion is passed to those who receive income from capital, i.e., interest, 
dividends, and capital gains. This income is concentrated at the top of 
the income distribution. 

Excise Tax Increases CBO has estimated the effects of increasing (1) the tax on a pack of ciga- 
rettes from $0.16 to $0.32, (2) the tax on a proof-gallon of alcohol to $16 
along with equalizing the tax based on alcohol content, and (3) the tax 
on a gallon of gasoline from $0.09 to $0.21. 

The effect of each of these increases on different income groups depends 
on whether the comparison is with annual income or long-term income. 

Using annual income, the cigarette tax increase would imply an average 
tax increase of about $41 per year. This is about 0.1 percent of average 
annual income and of average annual expenditures. However, the distri- 
bution depends on the denominator. (See table V.7.) 

Tabk V.t: Cigmtto Tax lncmaw 

1-w-P 
Lowest a percent 
Second 20 wcemt 

T@X-@8~RWWIlt8#Of 
After-tax home Expenditures 

0.4 0.2 
0.2 0.2 

Miik 20 percent 0.2 0.2 

Fourth 20 percent 0.1 0.1 
Hiahest 20 nercent 0.1 0.1 

These taxes are much more regressive when the denominator is annual 
income. The most important reason is that, at least for the lowest quin- 
tile, the average expenditure level is often more than twice the annual 
income. This occurs because a significant portion of those in the lowest 
quintile are there temporarily. They spend more than their income 
because they have accumulated prior savings or are able to borrow 
against future income. This is not a long-run phenomenon. Those people 

PyelOll GAO/-A The Budget De&it 

- 



who are in the lowest quintile year after year do not spend more than 
their income. In fact, they spend a proportion of their income that is not 
much different from that of the next two quintiles. Only the top quintile 
saves a substantially larger part of its income. The long-run incidence of 
these taxes is better reflected by looking at the tax increase compared 
with expenditures. For the cigarette tax increase, the incidence is 
slightly regressive since the proportion falls off in the top two quintiles. 

For tax increases on alcoholic beverages, the distributional effect also 
differs according to whether the tax increase is compared with annual 
income or expenditures. The increase is definitely regressive when com- 
pared with annual income. However, when compared with expenditures, 
the tax increase is basically proportional. (See table V.8.) 

T&b& va Aloohouc 88v8mg8 Trx 
I- 

I~orouo 
Lowest 20 percent 
Second 20 Oercent 

T8xlnof8amr8r~ot 
Atm48x lnoom8 EM- 

0.6 0.2 
0.4 0.3 

Middle 20 percent 0.3 0.3 
Fourth 20 percent 0.3 0.3 
Highest 20 percent 0.2 0.3 

Instituting a Value-Added A broad-based value-added tax would be distributed across various 

TaX income levels in proportion to consumption expenditures. This means 
that the effect of such a tax depends on whether the denominator is 
annual income or annual expenditures. For the same reasons as those 
discus& in the excise tax section, annual income fluctuates much more 
than annual expenditures. Therefore, many people who show up at low 
income levels may consume two or three times their annual income in 
the first year. However, in subsequent years, they will be at higher 
income levels. Those people who consistently are in the lowest income 
group generally consume almost all of their income. This is not much 
different from those in the second and third income quintiles. Only in 
the highest quintile are we sure that consumption as a proportion of 
income falls off. 

Thus, a distributional table based on annual income for a &percent 
value-added tax might look something like the column headed “annual 
income” in table V.9. However, it might resemble the column headed 

Page 107 GAO/OCG-@O4A The lwldgct Defidt 



“long-run income” if we used average income over 5 years as the 
denominator. 

Table VA Breed-Baeed Value-Added 
Tax 

lncom0group 
Lowest 20 percent 
Second 20 percent 
Middle 20 oercent 

Tax aa a wrcentaae of 
Annual income Long-run income 

12.4 5.0 
6.7 5.0 
5.3 5.0 

Fourth 20 percent 
Highest 20 percent 

4.8 
3.5 

4.8 
3.5 

Tax Increase Options Table V. 10 below is a supplemental list of options for increasing federal 
tax revenue. The values assigned to each option represent the additional 
revenue that would be generated if it were added to the existing tax 
structure without any other changes. Therefore, imposing combinations 
of options may generate more or less revenue than would be suggested 
by summingthe value of the individual options added. For example, dif- 
ferent income tax rates would alter the revenue generated by elimi- 
nating deductions or making additional income subject to taxation. 

The revenue estimates for some options in Table V.10 differ slightly from 
those presented in Tables V.l through V.3. This is due both to rounding 
and to differences in assumptions concerning (1) the phasing in of several 
options and (2) revenue growth after 1992. 
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Table V.10: Options for Tax lncnrws 
Dollars in billions 

Option 1992 1993 1994 1895 19% 1997 

individual income tax rates 

Delay indexing of the tax schedules 1 year 

Raise the top marginal tax rate to 39 percent 
Raise marginal rates to 16 and 30 percent 
Add a 33-percent bracket 
Add a 38-percent bracket 
Ra;z:ktwcent marginal rate to 30 percent and add a 33.percent 

Ra~~c26-wcent marginal rate to 30 percent and add a 35-percent 

Raise 15- and 28-percent brackets to 16 and 30 percent, respectively, 
and add a 33-percent bracket 

Raise 15- and 28-percent brackets to 16 and 30 percent, respectively, 
and add a 35-percent bracket 

Add a 4.percent surtax 
Increase the alternative minimum tax rate to 25 percent 
Repeal the indexing of the tax schedules 

$11.4 

5.7 

$21.8 

10.8 

$23.9 

11.4 

$26.1 

12.0 

$28.5 

12.6 

$31.1 

13.3 

20.2 38.2 41.2 44.8 48.7 53.0 
4.4 8.7 10.1 11.7 13.6 15.7 

10.7 21 .o 24.1 27.6 31.6 36.2 

14.0 27.0 30.0 33.1 36.6 40.5 

15.7 30.5 34.0 37.8 42.1 46.8 

22.8 43.4 47.3 51.8 56.8 62.4 

24.5 46.9 51.3 56.5 62.3 68.7 
11.6 22.2 24.0 26.1 28.3 30.8 
1.4 1.1 1.0 0.8 0.8 0.8 

10.3 17.4 30.3 46.8 72.3 111.6 

Corporation income tax rates 

Raise the top marginal rate to 35 percent 1.5 2.7 2.8 3.0 3.2 3.4 
Add a 5-percent surtax on corporate income 5.7 6.0 6.3 6.7 7.1 7.6 
Increase the corporate alternative minimum rate to 25 percent 3.5 2.5 1.6 1.1 0.8 0.5 
Imoose a 5qercent tax on net business receipts 52.0 56.6 60.6 65.9 71.7 77.9 

BaHbroadening 

Exclude capital gains 3.2 -3.6 -4.3 -3.1 -3.5 -3.5 
Tax capital pains held until death (carryover basis) 0 0 1.1 1.3 1.4 1.5 
Tax capital gains held until death (enact supplemental lo-percent estate 

w 
Include caoital Qains in last income tax return of deceased 
Limit the home mortgage interest deduction to 15 percent 
Limit the home mortgage deduction for second homes 
Limit home mortgage interest deduction to $12,000 (single) or 620,000 

(ioint) 

0.5 0.5 0.6 0.6 0.7 0.7 
1.9 2.3 2.7 3.2 3.8 4.5 
4.1 11.4 13.0 14.8 16.8 19.2 
0.1 0.3 0.3 0.4 0.4 0.5 

1.6 1.8 2.0 2.2 2.4 ‘2.7 
Tax lifetime gains from home sales above 5125,ooO 2.2 2.9 3.2 3.5 3.9 4.2 
Tax 30 percent of capital gains from home sates 0.8 8.4 9.1 9.5 9.9 10.4 

(continued) 
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Option 1992 1993 1994 1995 1999 1997 
Decrease the limit for deferrals in salary reduction plans to $4,000 

(qualified pension plans) 
Decrease limits for contributions for defined benefit plans to the Social 

Security Wage Base 
Impose a C&percent tax on investment income from pensions and IRAs 
Decrease exemption for estate and gift taxes 
Substitute a deduction for the state credit for estate and gift taxes 
Include life insurance proceeds in the base for estate and gift taxes 
Phase out dependent care credit (start at S30,ooO) 
Phase out dependent care credit (start at $65,000) 
Phase out dependent care credit (start at $50,000) 
Tax the income replacement portion of workers’ compensation and Black 

Lung benefits 
Tax 60 percent of Social Security/ Railroad Retirement benefits without 

income threshold 
Tax 85 percent of Social Security/ Railroad Retirement benefits with 

existing income threshold 
Tax 60 percent of Social Security/ Railroad Retirement benefits with 

existing income threshold 
Tax 50 percent of Social Security/ Railroad Retirement benefits without 

income threshold 
Tax 85 percent of Social Security/ Railroad Retirement benefits without 

income threshoM 
Lower thresholds for taxation of Social Security/Railroad Retirement 

benefits by 50 percent 
Tax life insurance premiums (income taxes) 
Imrnif;3percent excise tax on the value of nonretirement fringe 

Tax some emplover-paid health insurance 
jit for emolover and Tax employer-paid health insurance and allow crB( . . 

individual contributions 
Limit business entertainment deductions to 50 percent 

Raise cap and extend volume limits to new issues of all private-purpose 
bonds 

Eliminate all private-purpose tax-exempt bonds 

Pmh$t 2 deductibility of state and local taxes above ceiling of 9 percent of 

0.5 0.6 0.6 0.7 0.8 1 .o 

1.1 3.6 4.0 4.4 4.8 5.3 
4.7 7.9 8.4 9.0 9.6 10.3 

a 1.1 1.3 1.5 1.7 2.0 
a 0.5 0.6 0.7 0.8 1 .o 
a 0.2 0.2 0.3 0.5 0.7 

0.1 1.3 1.5 1.7 1.9 2.2 
* 0.3 0.4 0.4 0.5 0.5 
a 0.6 0.7 0.8 0.9 1.0 

0.9 2.6 2.7 2.8 2.9 3.0 

10.8 11.5 12.2 12.9 13.6 14.4 

3.9 4.4 5.0 5.7 6.5 7.4 

0.3 1.2 1.4 1.6 1.8 2.1 

4.9 8.1 8.6 9.1 9.6 10.2 

12.8 21.2 22.5 24.0 25.6 27.3 

4.0 4.3 4.5 4.8 5.1 5.5 
2.2 2.3 2.4 2.5 2.6 2.7 

3.9 4.3 4.7 5.1 5.5 5.9 
3.6 6.3 6.9 7.7 8.6 9.6 

I.8 Al ‘AA AR 2.1 3.6 3 _.I ,.- ..” 
2.1 3.6 3.9 4.1 4.3 4.5 

0.2 0.4 0.5 0.6 0.7 0.9 
0.2 0.5 0.7 1.2 1.7 2.2 

0.7 5.3 5.7 6.2 6.7 7.3 . .-. 

Maininflin deductibility of state and local taxes above floor of 1 percent of 4.9 5.2 5.6 5.9 6.2 6.5 
Eliminate the deductibility of state and local taxes 4.7 31.4 33.4 35.5 37.7 40.1 
Repeal the possessions tax credit 1.3 2.4 2.6 2.7 2.8 2.9 
Replace the possessions tax credit with a wage credit 0.1 0.3 0.4 0.5 0.6 0.8 
Amortize a portion of advertising costs 4.8 3.7 2.4 1.5 0.9 0.6 
Repeal credits for rehabilitation of older buildings 0.2 0.2 0.2 0.2 0.2 0.2 

(continued) 
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Option 
Repeal credit for nonhistoric structures and reduce credit for historic 

structures to 15 percent 
Tax credit unions like other thrift institutions 
Repeal expensing of intangible drilling, exploration, and development 

costs 
Repeal percentage depletion for extractive industries 

1992 1999 1994 1995 1986 1997 

0.1 0.1 0.1 
0.9 

0.1 
0.9 

0.1 01 -. 
0.5 0.8 1.0 1.0 

0.5 1.2 1.3 1.4 1.5 1.6 
0.5 0.8 0.9 1.0 1.1 1.2 

Excise tax.8 

Extend the telephone excise tax 
Impose 05percent tax on the transfer of securities 
Impose tax on domestic and imported oil ($5 per barrel) 
Impose broad-based tax on energy consumption (5 percent of value) 
Impose oil import fee ($5 per barrel) 
Increase motor fuel taxes ($0.10 per gallon) 
Increase motor fuel taxes ($0.05 per gallon) 
Increase motor fuel taxes ($0.25 per gallon) (phased in) 
Increase motor fuel taxes ($050 per gallon) (phased in) 
Increase motor fuel taxes ($0.12 per gallon) 
Eliminate ethanol tax exemption (raise tax from $0.06 to $0.09) 
Increase taxes on distilled spirits, beer, and wine to SO.25 per ounce of 

ethyl alcohol 
Index cigarette and alcohol tax rates for inflation 
Raise cigarette tax to SO.32 per pack 
Triple cigarette tax 
Tax air pollutants-sulphur oxides from stationary sources 
Tax air pollutants-emissions from mobile sources 
Tax air pollutants-volatile organic compounds from stationary sources 
Tax air pollutants-nitrogen oxides from stationary sources 

Impose tax on agricultural chemicals 

Impose tax on water pollutants 

Repeal the automatic tax rate reduction-aviation 

Impose carbon-based tax on fossil fuels-carbon dioxide reduction 

Replace import restrictions on sugar, dairy products, peanuts, and beef 
with tariffs that decline over time 

Impose carbon-based tax on fossil fuels-carbon dioxide stabilization 

1.6 

1.4 

2.7 

2.1 

2.9 

2.1 

3.1 

2.1 

3.3 

2.1 

3.5 

2.1 

8.2 

2.4 

12.2 

2.4 

12.8 

2.4 

13.4 

2.4 

14.0 

2.4 

14.7 

2.4 

20.3 29.6 

14.9 37.4 

21.1 

52.6 88.6 

21.6 22.1 

89.5 116.7 

22.6 

23.2 34.3 35.7 

15.0 18.0 

37.2 38.8 40.4 

17.0 18.1 19.3 20.5 
8.8 9.2 9.8 10.5 11.3 12.1 

10.0 10.0 10.0 10.0 10.0 10.0 
5.0 5.0 5.0 5.0 5.0 5.0 
5.0 10.0 15.0 19.0 23.0 23.0 

10.0 19.0 27.0 34.0 40.0 40.0 
11.6 11.4 11.6 11.7 11.7 11.7 
7.3 7.4 7.6 7.6 7.6 7.6 

7.3 7.4 7.8 7.6 7.6 7.6 
0.5 0.9 1.3 1.6 2.0 2.4 
2.8 2.8 2.7 2.7 2.7 2.7 
5.6 5.5 5.4 5.4 5.4 5.4 
1.8 2.6 2.6 2.6 2.6 2.6 
1.9 2.8 2.8 2.8 2.8 2.8 
7.0 10.1 10.1 10.1 10.1 10.1 

0 0.9 0.9 0.9 0.9 0.9 
1.6 1.7 1.8 2.0 2.2 2.4 

0.2 0.3 0.2 0.2 0.2 0.2 

Social insunnco trxos 

Repeal the Social Security taxable maximum 42.0 45.0 48.0 51.0 54.2 57.6 
Expand Social Security coverage to new state and local government 

employees 
Include Employees Stock Ownership Plan cash dividends in Social 

Security tax base 

0.8 

0.2 

2.8 

0.3 

3.6 

0.3 

4.6 

0.3 

5.6 6.6 

0.3 0.3 
(continued) 
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1942 1901 lma lees 1886 1991 
Std&iii;ae payroll tax deposit rules 2.2 -3.1 0.0 0.0 0.0 0.0 

0.5 0.5 0.5 0.5 0.5 0.5 

Emaicare covemge to state and local empb@Ue not now 1.1 1.6 1.6 1.6 1.6 1.6 
ihp+altyM*et4rtalEk~ 9.9 10.5 11.3 12.0 12.7 13.5 
lncjep the unenrbloyment insurance texable wage base 0.6 0.9 1.0 1.1 1.2 1.3 

% 

% et@ a u#badbed ,and rmdicaf tax care of 2 pefcent with exe#ptiis for food, kmg, 

% 
sa a Wadded tax of 3 percent with exernptiom for food, 
dng,andvnedicdcare 

TiF 
a vakhdded tax of 4 percent with exemptime for food, 

sina,amlrmdicalcare 

0 22.7 34.4 37.1 40.0 43.1 

0 34.0 51.6 55.6 60.0 64.6 

0 45.4 66.6 74.2 79.9 66.2 3 

YEi? 
8, valuem.tuc of 5 prcent with exemptions for food, 

sino,andrqdi4alcars 
~rv&Iue~,j&xofSpercsntwith 
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